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PROJECTED  DEPLETION  OF  THE  SOCIAL 
SECURITY  DISABILITY  INSURANCE 
TRUST  FUND 


MONDAY,  APRIL  27,  1992 

U.S.  Senate, 
Subcommittee  on  Social  Security 

AND  Family  Policy, 
Committee  on  Finance, 

Washington,  DC. 
The  hearing  was  convened,  pursuant  to  notice,  at  10:06  a.m.,  in 
Room  SD-215,  Dirksen  Senate  Office  Building,  Hon.  Daniel  Patrick 
Moynihan,  Chairman  of  the  Subcommittee,  presiding. 
Also  present:  Senator  Riegle. 

[The  press  release  announcing  the  hearing  follows:] 

[Pre«9  Release  No.  H-19,  April  20,  1992] 

Moynihan  Announces  Hearing  to  Examine  Disability  Insurance,  Senator  Says 
Trust  Fund  may  run  out  in  6  Years 

WASfflNGTON,  DC. — Senator  Daniel  Patrick  Moynihan,  Chairman  of  the  Senate 
Finance  Subcommittee  on  Social  Security  and  Family  Policy,  annoimced  Monday  a 
hearing  on  the  projected  depletion  of  the  Social  Security  DisabiUty  Insurance  Trust 
Fund. 

The  hearing  will  be  at  10  a.m.  Monday,  April  27,  1992  in  Room  SD-215  of  the 
Dirksen  Senate  Office  Building. 

"The  recently  released  report  of  the  Social  Security  Board  of  Trustees  indicates 
that  the  Disabihty  Insurance  Trust  Fvmd  will  be  e^austed  in  5  years,"  Senator 
Moynihan  said.  "The  Trustees  have  provided  Congress  with  notice  of  the  situation, 
with  a  recommendation  for  congressional  action.  We  will  look  into  the  economic,  fi- 
neaicial,  and  programmatic  causes  of  the  imbalance  and  chart  a  course  of  action," 
he  said. 

EarUer  this  month,  Social  Security  Trustees  released  their  Eomual  report  to  Con- 
gress on  the  financial  health  of  the  Social  Security  system.  The  report  shows  that 
while  the  retirement  trust  is  financially  solvent  for  the  next  45  years,  the  disability 
program  will  fall  short  of  money  needed  for  benefit  pajnments  by  1997. 

"It  should  be  noted  that  in  my  bill  to  reduce  Social  Security  contribution  rates, 
I  provided  for  shifting  a  portion  of  FICA  tax  dedicated  to  the  retirement  program' 
over  to  the  disability  trust  fund,"  Senator  Mojrmhan  said.  "Clearly  this  kind  of  ac- 
tion is  needed,  and  other  steps  may  be  needed  as  well,"  he  said. 

The  subcommittee  will  hear  testimony  from  the  administration  and  experts  on  So- 
cial Security  programs  and  financing. 

OPENING  STATEMENT  OF  HON.  DANIEL  PATRICK  MOYNIHAN, 
A  U.S.  SENATOR  FROM  NEW  YORK,  CHAIRMAN  OF  THE  SUB- 
COMMITTEE 

Senator  Moynihan.  Good  morning  to  our  guests.  This  is  a  regu- 
lar oversight  hearing  of  the  Subcommittee  on  Social  Security  and 
Family  Policy  to  discuss  the  recent  report  of  the  Social  Security 
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Board  of  Trustees  that  projects  a  depletion  of  the  Disability  Insur- 
ance Trust  Fund. 

Let  me,  first,  on  behalf  of  everyone  here,  welcome  Bob  Ball  back 
to  our  counsel.  He  has  not  been  as  well  as  we  would  Hke,  but  he 
is  now  altogether  back  in  ti*im  shape  and  we  look  forward  to  hear- 
ing from  him  with  the  other  Bob,  Bob  Myers.  Those  vaUant  pubhc 
servants. 

I  have  a  statement  here  which  I  would  like  to  place  in  the  record, 
with  appreciation  to  Ed  Lopez,  who  crafted  it  so  carefully,  and,  in 
order  to  move  forward,  to  make  a  fairly  simple  point,  but  one  which 
seems  to  me  to  be  of  large  consequence. 

[The  prepared  statement  of  Senator  Moynihan  appears  in  the  ap- 
pendix.] 

And  that  is  to  say,  I  hope  we  would  learn  to  get  rid  of  the  lan- 
guage of  crisis  where  the  Social  Security  system  is  concerned. 

The  only  thing  in  the  U.S.  Government  that  is  working  in  any 
financial  sense  is  the  Social  Security  system.  It  is  in  full  and  ample 
circumstance,  I  am  sure  our  very  able  Commissioner  will  tell  us. 

The  surpluses  are  running  at  $1.5  bilHon  a  week.  The  surplus  in 

?rospect  between  now  and  the  year  2015  would  buy  you  the  New 
ork  Stock  Exchange. 

It  is  a  scandal  that  we  are  using  this  surplus  as  general  revenue 
and  not  saving  it.  But,  on  the  other  hand,  we  have  never  got  it  over 
to  the  public  that  there  is  a  surplus. 

In  1977,  as  my  good  fiiend.  Senator  Riegle,  knows,  we  in  effect, 
and  more  or  less  unintentionally,  moved  Social  Security  financing 
to  a  partially  funded  basis.  But  there  weren't  15  people  outside  of 
this  committee  who  knew  we  had  done  it.  And  we  went  into  a  time 
of  some  very  temporary  difficulties,  easily  fixed. 

But,  then,  in  1981,  I  believe,  the  then  head  the  Office  of  Manage- 
ment and  Budget  said  that  the  Social  Security  Trust  Funds  would 
produce  the  largest  bankruptcy,  the  most  devastating  bankruptcy 
in  history  any  hour  now,  which  was  a  massive  misstatement.  Those 
fiinds  were  about  to  go  into  a  huge  surplus,  as  they  promptly  did, 
and  as  they  are. 

And  now,  we  have  learned  fi-om  the  trustees  in  a  very  able  report 
that  the  Disability  Insurance  Trust  Fund  is  expected  to  be  ex- 
hausted in  1997  and  could  possibly  be  exhausted  in  1995. 

It  is  hke  a  household  where  there  are  two  checking  accounts  and 
one  is  running  down  and  needs  to  have  an  infusion  from  the  other. 
I  mean,  most  of  us  have  had  that  experience. 

And  it  needs  to  be  clear  that  there's  no  question  about  the  over- 
all solvency  of  the  Social  Security  system.  There  are  questions 
about  management,  questions  about  policy  decisions. 

We  do  not  do  a  lot  of  chart  talk  aroimd  here,  but  because  I  really 
want  our  situation  to  be  clear — and  Senator  Riegle,  excuse  my 
back — we  just  have  a  simple  chart.  This  is  to  the  year  2001.  And 
we're  now  at  100  percent  reserve,  100  percent  of  a  year's  outlays, 
and  we  go  up  to  250  percent  by  the  year  2001  for  the  Old-Age  and 
Survivors  Insurance  Trust  Fund.  The  Disability  Trust  Fund  goes 
down  at  our  present  allocation  between  checkbooks.  I  see  the  Com- 
missioner agreeing. 

But  when  you  combine  them,  they  go  up  to  over  200  percent. 
They  are  going  up,  up,  up,  up.  There  is  no  problem  of  funds  here. 


3 


There  is  a  problem  with  poHcy  and  decisions,  and  we  are  going  to 
hear  about  that.  But  this  is  just  an  arbitrary  allocation. 

We  put  this  amount  of  money  into  this  checking  account,  the  rest 
to  that  one.  And,  if  you  have  to  adjust  the  allocations,  you  have  the 
same  upward  trend.  I  just  wanted  to  make  that  point. 

We  want  to  hear  Senator  Riegle,  who  was  kind  enough  to  come 
today. 

OPENING  STATEMENT  OF  HON.  DONALD  W.  RIEGLE,  JR.,  A  U.S. 
SENATOR  FROM  MICfflGAN 

Senator  Riegle.  Mr.  Chairman,  thank  you  for  letting  me  sit  in 
this  morning.  This  is  a  matter  of  keen  interest  to  me,  as  it  is  to 
you,  as  well. 

Let  me  thank  you,  by  the  way,  for  your  leadership  and  steward- 
ship on  all  of  the  Soaal  Security  programs  and  issues.  I  do  not 
know  where  we  would  be  without  it.  And  I  feel  a  great  sense  of 
gratitude  as  a  Senator  and  as  a  citizen  for  the  leadership  you  give 
in  this  area. 

Also,  I  want  to  say  to  our  assembled  witnesses  this  morning,  this 
is  really  all  of  the  home  run  hitters  at  one  time  in  terms  of  those 
that  can  discuss  these  issues. 

And  I  want  to  join  you  in  welcoming  Bob  Ball  back,  with  or  with- 
out the  Indiana  Jones  cap  that  he  was  wearing  earlier.  I'm  de- 
lighted to  see  him. 

And  I  am  very  interested  in  the  issue  of  the  administrative  side 
of  this  question  that  has  arisen  here,  both  in  terms  of  how  the  ad- 
ministrative process  is  working;  is  it  doing  what  it  should  be  doing? 
I  quite  agree  with  you  that  the  fund,  as  a  whole,  is  solvent,  it  is 
growing,  the  balances  are  growing. 

I  have  the  same  concern  that  you  do  that  we  are  tapping  it  for 
general  revenue,  which  I  think  is  improper  and  should  Tbe  stopped. 
But  we  have  not  had  the  votes  necessary  to  put  a  stop  to  that  prac- 
tice. 

With  respect  to  who  is  eligible  and  making  sure  that  those  that 
are  properly  seen  as  such  and  designated  as  such  by  the  govern- 
ment, and  also  these  changes  in  the  review  process  that  I  see  a 
number  of  the  witnesses  have  spoken  about.  I  am  very  interested 
in  what  they  have  to  say  on  those  points.  And  I  thank  you  for  let- 
ting me  participate  this  morning. 

Senator  Moynihan.  Yes,  sir.  We  thank  you  for  coming,  and,  as 
always,  bringing  a  very  rich  experience  in  these  matters  to  the 
committee,  as  you  have  done. 

We  have  the  great  privilege,  of  course,  of  having  our  opening  wit- 
ness, the  Honorable  Gwendolyn  S.  King,  who  is  Commissioner  of 
Social  Security. 

And  with  her,  her  very  able  colleague,  Harry  Ballantyne,  who  is 
the  Chief  Actuary  of  Social  Security.  We  also  have  later  on  Robert 
Myers,  a  former  Chief  Actuary.  We  have  a  whole  history  of  Social 
Security  right  here  in  front  of  us.  It's  one  of  those  rare  activities 
which,  even  to  this  moment — Bob  Myers,  were  you  not  on  the  staff 
of  the  committee  that  drafted  this  legislation  in  1935? 

Mr.  Myers.  Yes. 

Senator  Moynihan.  In  case  any  of  vou  youth — that  is  to  say, 
anybody  under  60  over  there — would  like  to  know,  you  are  in  the 
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presence  of  a  gentleman  who  helped  draft  this  legislation  in  the  ad- 
ministration of  Franklin  D.  Roosevelt. 

There  is  nothing  equal  in  our  government  to  the  loyalty,  the  te- 
nacity, and  the  effectiveness  with  which  this  group  of  pubhc-spir- 
ited  persons  have  stayed  with  this  program  for  so  long. 

And,  now,  in  a  right  honorable  succession,  Ms.  King,  we  welcome 
you.  We  will  put  your  testimony  in  the  record  and  you  proceed  ex- 
actly as  you  wish. 

STATEMENT  OF  HON.  GWENDOLYN  S.  KING,  COMMISSIONER 
OF  SOCIAL  SECURITY,  ACCOMPANIED  BY  HARRY  C. 
BALLANTYNE,  CHIEF  ACTUARY,  SOCIAL  SECURITY  ADMINIS- 
TRATION, BALTIMORE,  MD 

Commissioner  King.  Thank  you,  Mr.  Chairman. 
Senator  Moynihan.  You  have  charts. 
Commissioner  King.  Yes,  indeed. 
Senator  Moynihan.  Good. 

Commissioner  King.  I  think  you  have  preempted  me  on  the  one 
that  seems  to  get  everyone's  attention. 

Senator  Moynihan.  Oh.  There  you  are.  There  you  are.  Sure. 
Sure. 

Commissioner  King.  I  appreciate  the  opportunity  to  join  you 
today  and  I  mvist  congratulate  you,  as  well,  for  your  continued 
oversight  of  this  very  important  program. 

Mr.  Chairman,  you  have,  in  your  letter  of  invitation,  posed  a 
nimiber  of  questions.  And,  in  the  interest  of  time  and  to  keep  with- 
in my  5  minute  time  limit  

Senator  Moynihan.  No,  no.  You  are  the  Commissioner.  You  get 
all  the  time  you  want. 

Commissioner  King  [continuing].  I  will  submit  my  ftill  written 
testimony  for  the  record.  My  oral  testimony  this  morning  will  give 
you  an  overview  of  the  current  Disabihty  Insurance  financing  situ- 
ation, the  reasons  why  the  Disability  Insurance  Trust  Fund  does 
not  meet  the  Social  Security  Board  of  Trustees  financial  solvency 
standards,  and  some  of  the  options  available  to  us  to  restore  the 
Disabihty  Insurance  Trust  Fund's  financial  solvency. 

I  think  it  is  first  important,  though,  that  I  repeat  a  critical  point 
that  you  made  earlier.  While  it  is  true  that  the  Disability  Insur- 
ance Trust  Fund  does  not  currently  meet  the  long-term  or  short- 
term  tests  of  adequacy  used  by  the  Board  of  Trustees,  the  public 
should  not  be  given  the  impression  that  their  Social  Secui*ity  bene- 
fits are  in  any  danger.  There  is  no  state  of  emergency  taking  place. 

As  the  chart  indicates,  the  assets  of  the  DI  trust  fund,  under  im- 
mediate demographic  and  economic  assumptions,  are  estimated  to 
decline  steadily  mi  til  1997. 

But  the  combined  Old  Age/Survivors  Insurance  and  Disability  In- 
surance Trust  Funds  are  quite  healthy;  adequately  financed  for 
many  years  to  come. 

In  fact,  they  are  quite  healthy,  even  if  we  assimie  not  the  inter- 
mediate assimaptions,  but  vei-y  adverse  conditions.  Even  under  al- 
ternative III  assumptions,  the  combined  trust  funds  are  in  a  quite 
healthy  state. 

And  I  think  it  is  important  that,  if  no  other  point,  we  make  that 
point. 
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There  are  several  reasons  for  the  imbalance  in  the  Disability  In- 
surance Trust  Fund;  the  differences  between  last  year's  trustees' 
report  and  this  year's. 

Let  me  just  cite  three  of  those  significant  reasons  for  you.  First, 
is  declining  trust  fund  revenues.  Because  economic  performance  in 
1991  resulted  in  higher  imemployment  and  slower  wage  growth 
than  had  been  anticipated,  estimated  tax  income  in  1992  and  later 
years  is  projected  to  be  significantly  lower  than  the  estimates  in 
the  1991  trustees'  report. 

A  second  reason  is  the  much  greater  increase  in  the  number  of 
disability  applications  and  awards  than  had  been  anticipated  in 
last  year's  report. 

Under  intermediate  assumptions  in  last  year's  report,  the  dis- 
ability incidence  rate  among  insured  workers  was  expected  to  rise 
ft-om  4.1  per  1,000  in  1990  to  4.2  per  1,000  in  1991. 

In  actuality,  it  rose  to  4.6  per  1,000.  That  is,  542,000  awards  ver- 
sus the  prior  estimates  ft-om  466,000  to  512,000.  The  incidence 
rates  for  the  1992  annual  report  and  for  future  years  have  been  re- 
vised accordingly. 

And,  third,  the  DI  trust  fund  has  been  affected  by  the  decline  in 
disability  termination  rates.  That  is,  the  percentage  of  beneficiaries 
who  leave  the  rolls  because  of  medical  recovery,  a  return  to  work, 
the  attainment  of  normal  retirement  age,  or  death. 

Disability  termination  rates  due  to  retirement  age  and  death 
have  gradually  decreased  in  recent  years,  in  part  because  of  the 
lower  average  age  of  new  beneficiaries.  This  is,  in  fact,  a  baby 
boom-related  factor. 

Senator  MoYNiHAN.  Yes. 

Commissioner  King.  Increasing  numbers  of  baby-boomers  are 
reaching  the  age  at  wliich  they  are  more  likely  to  become  disabled. 
The  first  members  of  this  generation  are  now  in  their  mid-40s,  and 
the  rest  will  follow  over  the  next  two  decades.  This  has  resulted  in 
a  general  lowering  of  the  average  age  of  disability  beneficiaries. 

The  younger  beneficiaries,  aided  by  medical  and  technolo^cal  ad- 
vances that  increase  life  expectancy,  tend  to  stay  on  the  disability 
rolls  longer,  leading  to  lower  termination  rates  and  higher  program 
costs. 

I  would  add,  Mr.  Chairman,  that  this  trend  for  disability  bene- 
ficiaries to  be  younger  and  to  live  longer  heightens  the  importance 
of  programs  designed  to  encourage  persons  who  are  disabled  who 
wish  to  return  to  work  to  do  so. 

Helping  more  of  our  beneficiaries  to  re-enter  the  work  force  is  a 
high  priority  of  mine,  and  I  anticipate  increasing  success  in  this 
area  in  the  future  as  a  result  of  some  new  and  innovative  initia- 
tives that  we  have  currently  under  way. 

To  answer  your  question  about  how  best  to  address  the  DI  trust 
fund  imbalance,  there  are  several  options  available.  One,  would  be 
to  reallocate  a  larger  share  of  the  OASDI  tax  rate  to  the  DI  fimd. 
Reallocation,  as  you  know,  is  not  unprecedented. 

And,  in  fact,  the  percentage  of  Social  Security  taxes  allocated  to 
the  DI  fimd  is  already  scheduled  to  increase,  under  present  law, 
firom  0.6  of  a  percentage  point  to  0.71  percent  beginning  in  the  year 
2000. 

Under  intermediate  assumptions  
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Senator  Moynihan.  Would  you  mind  if  I  just  pause  for  a  moment 
there  to  make  the  point  that  we  have  two  checkbooks  here  and  we 
make  distributions  between  them,  depending  on  whether  the  car 
has  to  get  fixed  or  the  mortgage  has  to  get  paid.  And  there  is  noth- 
ing out  of  the  ordinary  in  this. 

We  have  the  present  rate,  the  Social  Security  contribution  is  6.2 
percent  of  payroll  for  employees  and  employers  each.  And  we  just, 
on  our  own  here  in  Congress,  say  we  will  use  5.6  oercent  for  old 
age  and  survivors  benefits,  and  0.6  percent  for  disability. 

And  if  it  turns  out  to  be  that  we  could  use  a  little  more  in  one 
and  a  little  less  in  the  other,  there  is  nothing  unusual.  It  is  just 
a  financial  decision. 

Now,  there  are  policies  that  you  have  to  pay  attention  to,  wheth- 
er the  rate  of  disability  allowances  are  going  up  or  down,  and  how 
do  you  think  about  that. 

But  you  made  the  point,  we  are  responding  here,  in  some  meas- 
ure, to  a  demographic  change.  The  baby  boom  is  entering  the  age 
group  where  you  have  hearing  loss.  So,  we  will  pick  up  here,  tack 
down  there.  We  are  not  talking  about  changing  the  basic  tax  rate 
one  bit,  and  there  is  no  need  to. 

That  language  of  exhaustion  and  insolvency;  there  is  nothing  in- 
solvent here.  And  we  have  to  tell  this  to  a  people  who  are  not  still 
sure  after  half  a  century  and  all  that  Bob  Myers  has  done.  Go 
ahead. 

Commissioner  King.  The  Chairman  is  absolutely  correct.  We 
have  already  made  the  decision  that  60  cents  out  of  eveiy  $6.20  col- 
lected will  go  for  disability;  $5.60  for  old  age  and  survivors.  That 
could  be  changed  at  any  time. 

I  think  it  is  important  to  note  that  in  order  to  meet  the  short 
range  test  of  solvency  over  the  next  ten  years,  we  know  that  we 
will  need  some  $78  billion  in  the  Disabilitv  Insurance  Trust  Fund. 

And  even  if  we  accelerate  the  current  allocation  in  the  law  that 
is  not  scheduled  to  kick  in  until  the  year  2000,  if  we  accelerate  that 
so  that  it  kicks  in  in  the  year  1993,  we  will  only  bring  some  $49.4 
billion  into  the  DI  trust  fund.  So,  it  still  would  not  meet  the  short 
range  test. 

If  the  percentage  allocated  to  DI  were  increased  to  0.8  percent 
beginning  in  1993,  then  the  Disability  Insurance  Trust  Fund  reve- 
nues over  the  next  10  years  would  increase  to  about  $104.5  billion, 
and  that  would  meet  the  short  range  test. 

There  are,  of  course,  other  alternatives,  including  reducing  pro- 
gram expenditures,  increasing  DI  trust  fund  revenues  in  other 
ways  other  than  reallocation,  or  some  combination  of  increases  and 
spending  cuts. 

The  Board  of  Trustees,  Mr.  Chairman,  has  indicated  that  a  care- 
ful review  of  the  DI  program  financing  should  take  place  before  any 
specific  legislative  reconimendations  are  submitted.  SSA  will  con- 
duct that  careful  analysis,  and  the  trustees  expect  to  submit  rec- 
ommendations to  the  Congress  when  that  process  is  completed. 

Therefore,  because  of  that  charge  to  really  consider  this  issue 
and  all  available  alternatives  thoroughly,  we  have  no  specific  rec- 
ommendations for  you  today. 

Mr.  Chairman,  I  would  be  pleased  to  answer  any  of  your  ques- 
tions at  this  time. 
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[The  prepared  statement  of  Commissioner  King  appears  in  the 
appendix.] 

Senator  Moynihan.  All  right.  Well,  let  me  just  say,  first  of  all, 
fine;  that  you  are  going  to  respond  to  this  situation  and  do  it  care- 
fully, as  you  do  and  as  you  ought.  The  trustees  asked  that  we  do 
get  recommendations  by  the  end  of  the  year. 

Commissioner  King.  And  we  will  do  so. 

Senator  Moynihan.  And  you  will  do  so.  Fine.  May  I  just  once 
again  say,  we  need  a  new  language  to  discuss  these  things?  There 
is  no  issue  of  solvency  here.  There  is  no  issue  of  exhaustion  here. 

There  is  an  issue  of  how  we  handle  our  disability  program,  which 
begins  in  the  1950s  and  has  had  a  bit  of  an  up  and  down  experi- 
ence. I  think.  Senator  Riegle,  you  may  know  this. 

In  the  1970s,  the  Office  of  Management  and  Budget  began  to  be 
worried  about  whether  too  many  people  were  getting  Disability  In- 
surance. 

And,  in  the  1980s,  with  more  influence  ft*om  the  Office  of  Man- 
agement and  Budget  than  this  committee  would  like  to  see,  they 
suddenly  just  started  turning  people  down  who,  at  enormous  rates 
once  they  got  an  appeal,  were  told  that  you  were  turned  down 
wrongly.  And  that  is  not  much  consolation  to  someone  who  has 
been.  And  such  that  the  Second  Circuit  of  the  U.S.  Court  of  Ap- 
peals based  in  New  York  has  ordered  the  Commissioner  to  review 
the  cases  of  these  people.  I  mean,  the  court  s€ud  that  is  outrageous. 

There  came  a  time — I  do  not  know  about  Michigan — ^in  the  mid- 
1980s  when  the  United  States  Attorney  for  the  Southern  District 
of  New  York  refused  any  longer  to  represent  the  U.S.  Government, 
the  Social  Security  Administration,  in  these  cases.  He  said,  what 
is  going  on  is  outrageous.  And  he  was  proven  right;  the  court  has 
decided  it  was. 

Now,  that  is  the  kind  of  thing  that  we  want  to  address.  At  this 
point,  you  are  satisfied  that  the  determinations  of  disabihty,  which 
have  to  be  made  fairly,  are  just  that. 

I  mean,  we  have  standards,  we  have  a  law,  and  you  are  applying 
it  without  any  pressure  fi-om  0MB  to  save  money  by  telling  people, 
no,  you  have  not  got  a  hearing  problem,  go  away. 

And  when  they  cannot  hear  what  you  said  and  they  will  not  go 
away,  you  have  that  kind  of  problem.  I  mean,  how  do  you  feel 
about  it.  Commissioner? 

Commissioner  King.  Well,  there  are  two  points  I  would  make, 
Mr.  Chairman.  The  first  is,  that  on  initial  determinations — that  is, 
the  first  time  someone  is  allowed  a  benefit  or  turned  down  for  a 
benefit — we  are  now  reviewing  60  percent  of  all  of  those  determina- 
tions before  they  go  into  payment  status. 

So,  we  are  doing  something  quite  different  from  what  people  did 
in  the  past,  which  is  why  I  would  say  that  history  may  not  be  re- 
peating itself  in  every  aspect. 

Our  Office  of  Program  Integrity  Review  conducts  a  complete, 
thorough  review  of  50  percent  of  the  allowance  cases.  And  we  are 
sure,  especially  in  the  insurance  programs,  that  with  a  98  percent 
accuracy  rate  we  are  making  the  right  decisions. 

The  State  Disability  Determination  Services,  imder  some  difficult 
circumstances  I  might  add,  because  nobody  has  all  the  funding  that 
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they  would  like  to  have,  but  they  are  making  decisions  accurately 
at  the  initial  determination  level. 

That  is,  with  the  information  and  all  the  evidence  that  are  avail- 
able to  them  when  they  make  the  first  decision,  they  are  making 
that  decision  accurately  in  an  overwhelming  number  of  cases. 

So,  we  are  very  confident  that  the  people  who  are  going  on  the 
rolls  are  eligible  for  benefits,  and  should  be  getting  those  benefits. 

The  second  point  I  will  make  involves  benefit  terminations. 
While  I  have  given  you  the  major  reasons  for  terminations,  I  think 
it  would  be  fair  criticism  to  say  that  Social  Security  is  probably  not 
conducting  all  of  the  continuing  disabihty  reviews  (CDRs)  that  we 
are  supposed  to. 

Senator  MoYNiHAN.  Yes. 

Commissioner  King.  Now,  let  me,  for  those  who  do  not  under- 
stand the  term,  CDR,  continuing  disability  reviews,  just  say  that 
we  are  required  to  look  at  the  cases  of  people  who  are  on  the  dis- 
ability rolls  after  a  period  of  time  to  determine  if  they  should  re- 
main on  the  rolls.  That  requires  a  full  and  thorough  review — ^medi- 
cal review — because  we  now  have  a  medical  improvement  standard, 
of  those  cases. 

Mr.  Chairman,  our  budget  and  our  activities  reflect  reality.  We 
know  that  it  is  important  when  people  come  to  us  for  the  first  time 
that  we  look  at  their  applications  as  quickly  as  possible.  So,  we 
really  have  been  looking  more  at  initial  determinations  than  at 
continuing  determinations.  We,  in  last  fiscal  year,  did  perhaps  the 
lowest  number  of  continuing  disabihty  reviews  in  a  long  while; 
some  60,000. 

Senator  MOYNIHAN.  Yes.  Yes.  You  were  down.  This  is  the  one 
problem.  Of  the  programs,  the  one  that  has  the  most  troubled  his- 
tory is  disability.  In  1983,  you  were  doing  425,000  a  year.  And,  by 
1985,  you  were  down  to  zero.  And  then,  in  1988,  you  were  up  to 
almost  300,000.  Now  you  are  down  to,  what  did  you  say,  to  about 
50,000. 

Commissioner  KiNG.  74,000  in  the  last  year,  and  we  scheduled 
some  60,000  this  year. 

Senator  Moynihan.  Which  is  not  to  say  that  you  have  to  do  the 
same  thing  every  year  exactly  the  way  you  did  it  the  year  before. 
But  there  is  a  certain  sort  of  roller  coaster  here.  And  the  court  is 
coming  in  and  the  U.S.  Attorneys  say,  I  will  not  even  defend  our 
government  here. 

Commissioner  King.  Yes. 

Senator  Moynihan.  Are  you  getting  enough  money  fi-om  the  Of- 
fice of  Management  and  Budget  to  do  this  work?  That  is  a  hard 
question  to  ask  anybody.  But  you  are  Commissioner  and  we  hold 
you  in  great  respect.  We  need  to  know.  You  are  getting  $950  mil- 
lion a  year  fi-om  0MB.  That  is  not  OMB's  money.  Right?  It  is  trust 
fund  money.  Are  they  giving  you  what  you  need? 

Commissioner  King.  Mr.  Chairman,  our  budget,  of  course,  re- 
flects budget  reality.  For  disability,  our  1993  budget  request  for  the 
State  Disability  Determination  Services  (DDSs)  is  an  increase  of  10 
percent  over  this  current  fiscal  year's  budget  for  the  State  DDSs. 
Overall,  Social  Security's  increase  in  the  1993  budget  request  is  6 
percent  higher. 
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In  fact,  because  we  are  all  under  the  Budget  Enforcement  Act, 
and  that  does  reflect  reality,  the  circumstances  across  the  board 
generally  are  that  increases  in  the  1993  budget  are  far  lower  than 
that. 

Are  we  getting  enough?  I  think  we  are  getting  more  than  other 
programs.  They  would  probably  love  to  have  6  percent.  Could  we 
do  more  with  more?  Of  course. 

Social  Security  is  a  production-driven  agency,  if  you  will.  When 
we  get  more  applications  coming  in,  we  need  to  be  able  to  handle 
more  work,  unlike  many  of  the  Federal  programs. 

Senator  MOYNIHAN.  I  am  not  going  to  cause  you  any  more  dis- 
comfort. [Laughter] 

But  let  me  say  that  the  term,  budget  reality,  is  what  this  com- 
mittee is  so  concerned  about.  These  are  not  general  revenues  that 
the  Office  of  Management  and  Budget  is  giving  you,  these  are  your 
trust  funds. 

And  the  Social  Security  Administration,  thanks  to  a  long  tradi- 
tion, of  which  you  are  an  exemplar,  does  a  very  good  job.  You  have 
run  this  great  program  with  one  percent  of  your  revenue.  Just  1 
percent  administrative  cost.  What,  about  40  million  checks  a 
month.  And  you  do  that  on  1  percent. 

It  is  your  money,  not  OMB's  money.  But  they  have  taken  unto 
themselves  the  right  to  tell  you  how  much  of  it  you  can  spend  and 
say,  no,  you  cannot  do — well,  I  am  not  going  to  ask  you  to  answer 
this. 

But  they  are  quite  prepared  to  say,  you  are  spending  too  much 
money  giving  people  benefits  which  the  Congress  intended  them  to 
have  and  for  which  they  pay,  and  we  want  that  money  for  other 
purposes.  And  that  is  sinful. 

About  a  year  ago,  January,  our  beloved  colleague,  John  Heinz, 
were  on  the  Today  Show  one  morning  and  we  were  talking  about 
the  use  of  the  trust  funds  as  general  revenue.  And  I  cited  an  edi- 
torial in  a  New  York  paper  that  said  what  was  going  on  was  thiev- 
ery. 

And  Deborah  Norville,  up  in  New  York — we  were  sitting  together 
at  a  desk  downtown  here  in  Washington.  Deborah  says.  Senator 
Heinz,  do  you  agree  that  what  is  going  on  with  Social  Security 
trust  funds  is  thievery?  And  he  said,  certainly  not.  It  is  not  thiev- 
ery, it  is  embezzlement.  [Laughter] 

As  a  businessman,  he  made  these  distinctions.  But  I  do  not  think 
you  are  getting  enough.  And  I  do  not  ask  you  to  respond,  but  make 
the  point  that  these  are  trust  fund  monies.  And  if  you  need  them 
to  carry  out  the  law,  they  are  there.  And  0MB  has  not  done  you 
any  favor  to  the  conti*ary.  Now,  do  not  answer.  Senator  Riegle. 

Senator  Riegle.  Thank  you  very  much,  Mr.  Chairman.  I  think 
there  is  a  problem  in  that  area  and  I  have  great  respect  for  the  job 
that  Commissioner  King  does.  So,  the  comment  I  make  will  be  in 
that  context. 

In  Michigan  today,  we  are  finding  that  the  Disability  Determina- 
tion Service  is  taking  about  100  days  to  process  a  disability  claim. 
I  mean,  the  time  period  is  really  quite  long. 

And  the  indication  I  get  fi-om  our  State  people  is,  is  that  there 
are  severe  staff  shortages  and  that  is  what  makes  the  time  run  as 
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long  as  it  does.  I  assume  that  that  is  not  just  a  Michigan  problem, 
that  the  problem  may  exist  other  places,  as  well. 

Now,  there  may  be  something  else  going  on  with  respect  to  peo- 
ple seeking  to  establish  their  eligibihty,  but  I  am  concerned  about 
the  budget  pressures.  And  I  think  it  is  important  that  there  be 
enough  money  available  to  do  the  administrative  work  on  a  timely 
basis,  especially,  I  think,  for  people  who  are  in  a  disability  situa- 
tion. 

I  am  struck  by  the  fact  that  while  most  people  think  of  Social 
Security  in  terms  of  retirement  benefits,  and  importantly  so,  I 
think  the  disability  benefits  available  for  younger  workers  is  really 
one  of  the  key  aspects  of  Social  Security  and  it  is  one  of  the  things 
that  tie  our  whole  country  together  across  age  groups  and  across 
generations.  Because  you  can  be  struck  down  at  an  early  age  and 
not  be  able  to  work. 

And  the  whole  idea  of  an  insurance  system  is  that  everyone  else 
who  does  not  have  that  misfortune  puts  a  small  amount  of  money 
into  a  fund  and  then  the  person  who  has  the  disability  can  con- 
tinue to  maintain  some  semblance  of  a  decent  life,  at  least  with  re- 
spect to  income.  So,  I  think  it  is  terribly  important. 

And,  I  must  say,  I  am  concerned  about  this  chart,  Mr.  Chairman. 
Let  me  just  indicate  the  concern  that  I  have.  I  think  it  is  quite 
right  to  say  that  this  figure  has  come  down  now  in  terms  of  the 
projections  into  what  looks  like  an  under-funded  position.  That  if 
you  take  all  of  the  accounts,  we  are  still  up  here  in  a  good,  solid 
surplus  position. 

But,  nevertheless,  we  are  not  up  here  where  we  thought  we 
would  be.  We  are  down  lower  than  that.  We  are  lower  than  that, 
as  I  listened  to  the  Commissioner,  for  two  reasons.  One,  is  we  are 
having  a  higher  incidence  of  claims,  and  then  people  not  getting  off 
disability  and  into  work  situations.  And  that  is  part  of  the  financial 
issue  here. 

The  other  is,  we  have  got  a  sick  economy.  And  we  all  know  we 
have  got  a  sick  economy.  So,  the  projection  of  revenues  coming  in, 
I  take  it  fi-om  your  statement,  is  less  than  what  you  had  earlier 
projected. 

So,  there  is  less  money  coming  into  the  fund  overall  than  we 
thought,  because  the  economy  has  been  weak,  unemployment  has 
been  high,  and  so  forth. 

Can  you  give  me  a  measure  of  what  the  shortfall  and  revenue  is 
in  whatever  way  it  is  most  clearly  expressed,  whether  you  want  to 
do  it  over  a  five-year  period,  or  year-by-year.  But  give  us  a  sense, 
if  you  will,  as  to  how  much  revenues  themselves  are  down  just  be- 
cause of  fewer  pa)Tnents  in  than  we  had  projected  at  an  earlier 
time. 

Mr.  Ballantyne.  Senator  Riegle,  I  will  answer  the  question. 
Over  the  next  10  years,  revenues  are  down,  in  part,  because  of  a 
lower  rate  of  inflation  that  we  are  assuming  also. 

Senator  Riegle.  I  see. 

Mr.  Ballantyne.  That  also  reduces  benefit  payments. 
Senator  Riegle.  I  see. 

Mr.  Ballantyne.  So,  the  net  effect  of  those  factors  is  to  reduce 
net  income,  the  assets  of  the  funds.  We  have  looked  at  the  effect 
as  a  percentage  of  the  entire  effect  of  including  the  other  two  rea- 
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sons  as  well — the  incidence  rates  and  termination  rates — and  the 
effect  of  the  economy  and  the  effect  on  revenues  is  about  one-fifth 
of  the  total  effect  over  the  next  10  years. 

Senator  Riegle.  One-fifth  is  the  revenue  being  less  than  you  ex- 
pected. 

Mr.  Ballantyne.  Right.  The  economic  effect  on  revenues.  So,  the 
majority  of  it  

Senator  Moynihan.  And  the  fourth-fifths  is  

Mr.  BAI.LANTYNE.  Is  due  to  the  other  two  reasons:  the  incidence 
rates  and  the  termination  rates. 

Senator  RiEGLE.  Yes.  And  split  that  80  percent,  if  vou  would. 

Mr.  Ballantyne.  Well,  it  is  about  half  and  half  Termination 
rates  are  slightly  higher  than  the  incidence  rates. 

Senator  RiEGLE.  Yes.  So,  now,  the  inflation  expectation,  let  us 
hope  that  is  right.  You  have  changed  the  inflation  expectation,  and 
that  is  part  of  your  model. 

Mr.  Ballantyne.  Part  of  the  model.  It  is  a  little  lower,  so  that 
reduces  revenues.  But  it  also  has  some  effect  on  the  outgo. 

Senator  Riegle.  No,  I  understand.  But  it  sounds  like  it  is  a  sig- 
nificant item,  because  it  sounds  like  it  is  40  percent  of  the  acljust- 
ment  that  you  make. 

Mr.  Ballantyne.  Not  the  rate  of  inflation.  That  is  an  offsetting 
effect  on  revenues. 

Senator  RiEGLE.  I  see. 

Mr.  Ballantyne.  There  is  still  some  loss  in  real  wa^e  gains  over 
the  period.  That  is,  the  rate  of  increase  in  wages  over  inflation  and 
a  little  higher  unemployment  rate  which  reduces  the  number  of 
people  employed. 

And  the  combined  effect  of  all  those  is  to  have  an  effect  of  about 
20  percent  over  the  next  10  years  of  the  difference  fi^om  last  year's 
report. 

Senator  RiEGLE.  Well,  in  my  mind,  recognizing  that  you  have  got 
these  different  contributing  factors  in  this  puzzle,  the  weak  econ- 
omy, the  inability  of  our  economy  to  perform  up  to  a  higher  level — 
ana,  in  fact,  even  to  perform  up  to  the  level  that  we  anticipated  the 
last  time  we  really  did  a  forward  estimate — ^is  another  indication 
of  the  cost  to  us  when,  in  fact,  the  economy  is  not  performing  well. 

And  there  is  a  cost  in  the  Social  Security  system,  and  we  are  pro- 
jecting a  lower  total  amount  of  money  quite  apart  from  the  sepa- 
rate accounts  within  the  fimd  question. 

I  am  also  concerned,  too,  that  even  if  we  were  doing  a  perfect  job 
of  identifying  people  who  properly  qualify  and  then  if  they  recover 
and  can  go  back  into  the  work  force,  that  we  do,  again,  a  perfect 
job  in  identifying  that  person  so  that  they  come  on  at  the  right 
time,  and  those  that  can  come  off  come  off  at  the  right  time,  I  am 
not  sure  that  people  today  are  able  to  find  jobs  even  if  they  recover. 

I  mean,  that  is  part  of  the  problem.  I  got  a  letter  the  other  day 
fi"om  someone  who  wrote  in,  watching  one  of  the  hearings,  that  has 
gone  through  job  retraining.  This  is  not  a  person  with  disability, 
but  it  helps  make  the  point. 

They  have  been  through,  now,  three  separate  retraining  pro- 
grams in  three  different  areas  of  work  and  still  cannot  find  work. 
I  mean,  this  is  obviously  somebody  who  is  very  serious  about  want- 
ing to  work  and  has  gone  through  retraining  programs. 
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I  am  wondering  if  we  are  finding,  when  the  unemplojrment  levels 
are  as  high  as  they  are,  if  someone  coming  off  disability  is  as  able 
to  slot  back  into  the  work  force  as  might  have  been  true  at  another 
time,  or  when  the  economy  was  operating  at  a  more  robust  level. 

I  am  wondering  if  one  of  the  reasons  people  are  maybe  not  get- 
ting slotted  back  in  who  can  go  back  to  work  is  that  it  is  a  very 
difficult  situation  out  there  to  find  work  these  days.  I  mean,  the 
unemployment  rate  in  Michigan  right  now  is  9.3  percent. 

Senator  Moynihan.  Yes. 

Senator  RiEGLE.  So,  if  you  are  coming  off  a  disability  situation, 
or  if  you  are  coming  out  of  school,  or  even  if  you  just  lost  your  job 
because  a  plant  has  closed,  it  is  very,  very  difficult  to  find  a  re- 
placement job.  Is  that  part  of  our  problem  here? 

Commissioner  King.  In  the  disability  area.  Senator,  I  would 
point  out  that,  while  people  may  not  be  able  to  return  to  work  full- 
time,  it  is  important  to  note  that  the  level  of  substantial  gainful  ac- 
tivity has  also  increased  fi-om  $300 — that  is,  where  people  could 
earn  up  to  $300  and  still  keep  their  disabiUty  benefits — to  $500. 

Senator  Moynihan.  That  is  $500  per  month. 

Commissioner  King.  Per  month. 

Senator  Moynihan.  Yes. 

Commissioner  KiNG.  So,  that,  indeed,  people  who  are  not  able  to 
work  full-time  may  be  working  a  little  bit  part-time  to  try  to  re- 
enter the  work  force. 

Senator  Riegle.  Right. 

Commissioner  King.  And  that  may  have  some  effect  as  well.  We 
are  not  really  sure  how  much. 

Senator  RiEGLE.  Do  you  maintain  statistics  on  the  ability  of  a 
person  that  comes  off  disability  to,  in  fact,  find  and  hold  gainful 
employment?  I  mean,  do  we  have  in  effect  an  unemployment  rate 
that  we  calculate  for  the  person  that  comes  off  disability? 

And  the  reason  I  ask  is  that  I  think  this  may  be  part  of  our  prob- 
lem. And,  to  the  extent  that  it  is,  it  is  important  to  identify.  Be- 
cause I  am  strongly  of  the  view  that  we  are  not  making  the  econ- 
omy as  strong  as  we  should. 

And  we  are  seeing  damage  all  over  the  place.  We  are  seeing  it 
in  the  form  of  homeless  people,  we  are  seeing  it  in  the  form  of 
plants  closing,  and  then  distress  to  communities  that  have  to  take 
those. 

I  think  we  are  now  seeing  it  in  terms  of  the  balances — the  pro- 
jected balances — in  Social  Security  being  less  than  what  we  antici- 
pated them  to  be.  Now,  that  is  an  economic  effect. 

Now,  granted,  we  are  still  in  surplus.  But  we  are  in  less  a  sur- 
plus position  than  we  anticipated.  Now,  part  of  that,  of  course,  is 
the  disability  story,  which  is  what  we  are  here  talking  about  today. 

But  for  that  aggregate  line  to  be  coming  down  is  not  a  helpful 
sign.  We  would  like  to  see  that  line  stay  as  high  as  it  is.  I  would 
like  to  see  it  go  higher,  in  the  sense  that  I  would  like  to  see  even 
a  more  robust  economy  than  the  one  that  we  were  projecting.  We 
are  not  seeing  that. 

And,  within  that,  you  are  seeing  a  change  in  the  performance 
statistics  with  respect  to  people  on  disability.  I  was  surprised  that 
your  rate  has  jumped  from  4.1  percent  per  1,000,  as  you  said,  up 
to  4.6.  I  mean,  that  is  a  big  jump. 


13 


Commissioner  King.  The  incidence  rate.  That  is  right. 
Senator  RiEGLE.  Yes.  That  is  a  pretty  substantial  jump.  And  I 
think  that  is  a  1-year  change. 
Commissioner  King.  Correct. 

Senator  RiEGLE.  Now,  that,  percentage-wise,  is  quite  significant. 
And,  granted,  you  have  got  baby-boomers  in  this  picture.  That 
seems  to  me  to  be  an  imusual  increase. 

Are  there  more  people  who  understand  thev  are  eligible  to  seek 
this  kind  of  help,  or  are  more  people  getting  hurt  at  work,  or  fall- 
ing off  motorcycles  without  helmets,  or  what  is  happening  here? 

Commissioner  King.  I  will  let  Harry  speak  to  that  as  well.  But 
the  incidence  rate  tends  to  increase  as  the  applications  increase 
and  awards  increase.  And  what  we  saw  over  the  last  year  was  a 
huge  increase  in  the  number  of  people  coming  to  us  with  applica- 
tions for  the  first  time. 

Senator  Moynihan.  I  wonder  if  I  could  just  ask  Mr.  Ballantyne 
to  amplify.  Which  is  to  say,  we  have  had  Disability  Insurance  for 
about  35  years.  President  Eisenhower  signed  the  bill.  Do  we  have 
enough  experience  now  to  know  how  the  cycle  of  employment  af- 
fects the  disability  rates? 

Mr.  Ballantyne.  Mr.  Chairman,  we  believe  that  has  some  effect, 
but  probably  not  a  very  large  effect  on  the  incidence  rate. 

Senator  Moynihan.  Not  a  large  effect. 

Mr.  Ballantyne.  The  incident  rate,  over  the  last  35  years,  has 
gone  up  and  down.  And  we  do  not  fully  understand  the  reasons 
why  it  does  it.  During  the  1970s,  it  rose  to  over  six  per  1,000.  And 
then,  in  the  early  1980s,  it  fell  to  about  three  per  1,000.  It  is  dif- 
ficult to  explain. 

Senator  Moynihan.  It  is  much  more  volatile  than  we  can  ex- 
plain. The  changes  in  the  economy  that  are  very  important  to  indi- 
viduals, very  important  to  us,  do  not  make  that  much  change  in 
something  as  massive  as  the  Social  Security  trust  funds.  They  just 
roll  on.  And  we  appreciate  it. 

For  the  record,  let  me  make  it  clear  that  Mr.  Ballantyne  is  giving 
his  professional  position.  The  actuary  calls  it  exactly  as  he  sees  it. 
And  being  that,  and  being  of  his  quality,  he  is  quite  capable  of  say- 
ing it  is  something  we  do  not  understand.  I  think,  probably,  we  do 
not,  do  we? 

Mr.  Ballantyne.  We  do  not  fully  understand. 
Senator  Moynihan.  Yes. 

Mr.  Ballantyne.  Although,  as  you  know,  there  have  been  court 
cases  during  the  1980s,  and  I  think  awareness  of  the  program  has 
increased.  So,  they  may  be  contributing. 

Senator  Moynihan.  I  want  you  to  answer  Senator  Riegle.  I  did 
not  mean  to  interrupt. 

Senator  Riegle.  Can  you  tell  us  something  about  the  profile  of 
this  burst  of  activity?  I  mean,  is  there  a  story  in  that  in  terms  of 
what  the  composition  of  the  kinds  of  disabilities  are?  Ai-e  we  seeing 
more  of  a  certain  kind?  Is  there  something  that  is  causing  that 
number  to  rise  that  dramatically  in  a  single  year's  period  of  time? 

Now,  I  am  also  mindful  of  the  fact  that  I  see  lawyers  advertising 
on  television  to  take  someone's  case  if  they  think  they  have  a  case. 
So,  maybe  we  are  seeing  more  people  coming  forward  partly  for 
that  reason,  as  well.  I  do  not  know.  But  is  there  something  in  the 
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data  that  explains  why  it  is  that  we  are  having  what  looks  to  me 
to  be  an  acceleration  here  in  a  short  space  of  time? 

Mr.  Ballantyne,  Well,  there  is  some  lag  in  the  time  that  we  get 
data  on  the  nm^ber  of  awards  and  the  causes  for  the  disability.  I 
believe,  as  far  as  we  know,  that  the  increases  are  pretty  well  dis- 
bursed over  different  causes.  There  seem  to  be  increases  over  all 
age  groups.  There  does  not  seem  to  be  any  heaping  at  any  

Senator  Riegle.  So,  it  is  not  work  place  related  more  than  it  is 
something  else  away  from  the  work  place? 

Mr.  Ballantyne.  I  do  not  think  it  is.  No,  I  do  not  think  it  is. 

Senator  RiEGLE.  Do  you  know,  or  are  you  guessing? 

Mr.  Ballantyne.  Well,  we  can  look  into  that  more  fully.  But  my 
impression  is  that  it  is  not. 

[The  information  requested  follows:] 

The  attached  table  shows  the  mimber  of  disability  insurance  awards  in  selected 
calendar  years  from  1970  through  1991.  The  awards  in  each  year  are  classified  by 
the  worker's  age  in  the  year  of  award  and,  separately,  by  the  nature  of  the  disabling 
condition.  The  table  shows  increases  in  1990  and  1991  in  all  age  groups  and  in  all 
disabling  conditions  (except  in  the  "other  and  unknown"  category).  Althoujjh  we  do 
not  have  good  data  on  the  incidence  of  disability  in  the  work  place,  the  increased 
numbers  of  awards  across  the  ranges  of  ages  and  disabling  conditions  suggest  that 
work-related  disabilities  have  not  increased  at  any  substantially  different  rate  than 
disabilities  that  are  not  work-related. 


NUMBER  OF  AWARDS  TO  DISABLED  WORKERS,  BY  AGE  AND  BY  DISABLING 
CONDITION,  IN  SELECTED  CALENDAR  YEARS  1970-91 
[In  thousands] 


1970 

1975 

1979 

1982 

1985 

1987 

1988 

1989 

1990 

1991 

Total  number  

350 

592 

417 

299 

377 

416 

409 

426 

468 

536 

By  age: 

Under  35  

32 

65 

57 

43 

63 

71 

62 

69 

73 

84 

35  to  44  

39 

59 

48 

37 

57 

67 

68 

76 

88 

105 

45  to  54  

91 

154 

113 

79 

97 

95 

95 

105 

116 

135 

55  to  59  

84 

136 

113 

81 

90 

86 

84 

87 

93 

105 

60  and  over  

105 

178 

86 

59 

70 

96 

100 

89 

98 

108 

By  disabling  condition: 

hfecflve  and  parasitic  diseases  

11 

6 

4 

3 

4 

4 

0 

4 

28 

32 

Neoplasms  

35 

59 

59 

51 

56 

50 

66 

76 

78 

84 

Allergic,  endocrine  system,  metabolic, 

and  nutritional  diseases  

14 

18 

13 

12 

19 

21 

12 

13 

14 

21 

Mental,  psychoneurotic,  and  person- 

39 

65 

46 

33 

67 

96 

90 

93 

106 

126 

Diseases  of  the  nervous  system  and 

21 

41 

34 

27 

30 

33 

33 

38 

41 

42 

Circulatory  system  

109 

189 

118 

75 

71 

71 

74 

72 

73 

79 

Respiratory  system  

25 

41 

25 

21 

19 

21 

20 

21 

23 

26 

Digestive  system   

11 

18 

8 

6 

7 

4 

8 

8 

9 

11 

53 

101 

72 

48 

49 

58 

57 

46 

55 

68 

Accidents,  poisonings,  and  violence  .. 

28 

36 

25 

18 

15 

21 

20 

17 

18 

21 

7 

18 

13 

6 

41 

37 

29 

38 

23 

26 

Notes: 

1.  Ootalled  numbers  may  not  add  to  totals  t>ecau9e  of  rounding. 

2.  Beginning  In  1990,  AIDS/HIV  cases  are  Included  In  Infective  and  parasitic  diseases.  Before  1990,  such  cases  were  Included 
primarily  In  neoplasms  or  respiratory  system,  depending  on  tiie  manifestation  of  the  condition. 

Source:  Social  Security  Administration,  Office  of  the  Actuary,  June  16,  1992. 


Senator  Moynihan.  Well,  why  do  you  not  do  that?  Take  youi* 
time,  because  you  will  do  it.  Take  the  time  to  do  the  kind  of  quality 
work  you  do.  We  have  been  at  this  for  35  years.  There  are  adminis- 
trative practices  that  change  the  rates  of  acceptance. 
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Mr.  Ballantyne.  Yes. 

Senator  Moynihan.  But  the  rates  do  not  seem  to  change  a  very 
great  deal.  Is  that  right? 
Mr.  Ballantyne.  Well,  the  number  of  applications  has  increased. 
Senator  Moynihan.  Yes.  Yes. 

Mr.  Ballantyne.  And  allowance  rates  are  higher.  Incidence 
rates,  therefore,  are  higher.  So,  they  had  been  increasing  during 
the  1980s,  but  that  followed  a  decrease  in  the  early  1980s.  So,  it 
is  difficult  to  say  where. 

Senator  Moynihan.  I  would  like  to  say  that  I  am  sure  that  Sen- 
ator Riegle  would  like  to  see  kind  of  a  series  on  application  rates 
and  see  if  you  pick  any  cyclical  function  up  there. 

Mr.  Ballantyne.  Right.  Right. 

[The  information  requested  follows:] 

Data  on  disabled-worker  applications  and  awards  are  shown  in  the  attached  table 
for  1960  and  1965  and  for  each  year  1970-91.  The  data  show  that  awards  per  thou- 
sand insured  workers  were  4.5,  4.7,  and  4.8,  in  1960,  1965,  and  1970,  respectively. 
After  1970,  the  ratio  increased  each  yeeir  to  a  peak  of  7.1  awards  per  thousand  in- 
sured workers  in  1975  then  declines  each  year  until  it  reached  a  low  of  2.9  awards 
per  thousand  in  1982  and  has  been  rising  since. 


DISABLED  WORKERS'  APPLICATIONS  AWARDS  AND  RATIO  OF  AWARDS  TO 
APPLICATIONS  AND  AWARDS  PER  1,000  INSURED  WORKERS  FOR  1960, 
1965,  1970-1991 


Number  of  applications 
(In  thousands) 

Total  awards 

Total  awards  divided  by 
total  appllcallons  (percent) 

Awards  per 
1,000  Insured 
workers 

1960   

418.6 

207,805 

50 

4.5 

1985   

532.9 

253,499 

48 

47 

1970   

868.2 

350,384 

40 

4.8 

1971   

924.4 

415,897 

45 

5.6 

1972   

947.8 

455,438 

48 

6.0 

1973   

1,066.9 

491,616 

46 

6.3 

1974   

1,330.2 

535,977 

40 

6.7 

1975   

1,285.3 

592,049 

46 

7.1 

1976  

1,232.2 

551,460 

45 

6.5 

1977   

1,235.2 

568,874 

46 

6.5 

1978   

1,1847 

464,415 

39 

5.2 

1979   

1,187.8 

416,713 

35 

4.4 

1980   

1,262.3 

396,559 

31 

4.0 

1981   

1,161.3 

345,254 

30 

3.4 

1982   

1,020.0 

298,531 

29 

2.9 

1983   

1,0177 

311,491 

31 

3.0 

1984   

1,0357 

357,141 

34 

3.4 

1985   

1,066.2 

377,371 

35 

3.5 

1986   

1,118.4 

416,865 

37 

3.8 

1987   

1,108.9 

415,848 

37 

3.7 

1988   

1,017.9 

409,490 

40 

3.6 

1989   

984.9 

425,582 

43 

37 

1990   

1,0677 

467,977 

44 

4.0 

1991   

1,207.8 

536,434 

44 

4.5 

Source:  Off  Ice  of  the  Actuary,  Sodal  Security  Adnlnlstratlon 


Senator  Moynihan.  And,  also,  there  is  a  point  you  made  implic- 
itly, which  is,  it  takes  a  generation  to  learn  about  programs  such 
as  this.  It  takes  a  long  time  for  people  to — well,  we  have  had  Social 
Security  in  place,  we  have  had  Survivor's  Insurance  in  place  for 
50 — ^let  me  see. 

You  sent  out  your  first  checks  in  1940,  did  you  not?  Not  you,  per- 
sonally. Survivor's  Insurance  has  been  there  for  half  a  century. 
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And  I  do  not  think  a  third  of  respondents  in  public  opinion  polls 
are  aware  that  they  are  covered. 
Mr.  Ballantyne.  That  is  right. 

Senator  Moynihan.  And  a  great  point  to  make  is  that  this  is  a 
contributory  insurance  system. 
Mr.  Ballantyne.  Yes.  That  is  right. 

Senator  MOYNIHAN.  You  do  not  get  disability  benefits  because 
the  government  is  being  nice  to  you,  you  get  them  because  you  pay 
for  tnem. 

Mr.  Ballantyne.  That  is  right.  In  a  big  insurance  pool,  along 
with  everybody  else. 

Senator  Moynihan.  A  big  insurance  pool.  Yes.  Yes. 

Commissioner  King.  Mr.  Chairman,  I  will  point  out  that  we  try 
to  get  a  handle  on  some  of  the  causes  when  we  saw  the  apphca- 
tions  increasing. 

We  did  some  quick  studies — exit  studies,  if  you  will — of  appli- 
cants who  showed  up  at  our  offices. 

We  asked  them  questions  and  found  out  a  little  more  than  anec- 
dotal information,  but  nothing  that  is  really  so  substantial  that  we 
could  present  it  as  fact. 

We  saw  instances  where  State  and  county  offices  were  rec- 
ommending that  people  try  first  at  Social  Security,  to  see  if  they 
were  eligible  for  supplemental  security  income.  And  many  of  them 
are  entitled  also  to  insurance  pajrments  under  old  age,  survivors, 
or  disability.  So,  we  looked  at  some  of  that. 

We  have  seen  an  increase  in  the  number  of  disability  awards  due 
to  AIDs,  but,  of  course,  that  is  a  phenomenon  that  is  growing  and 
so  we  are  mindful  of  that. 

We  have  several  initiatives  under  way  to  identify  cases  that  are 
going  to  be  obvious  allowances  and  move  those  along  and  not  have 
people  held  up.  Also,  we  are  giving  priority  attention  to  claims  form 
people  with  terminal  illness  so  that  we  are  able  to  quickly  get  ben- 
efits to  them. 

Senator  Riegle.  Yes.  That  would  be  verv  helpfiil.  I  appreciate 
hearing  you  say  that.  And,  in  that  regard,  having  interrupted  you 
momentarily  here,  I  would  appreciate  it,  too,  if  you  could  take  a 
look  at  the  problem  that  we  are  having  in  Michigan  just  in  terms 
of  the  length  of  time  to  process  disability  claims,  ^d  I  do  not  know 
whether  that  is  on  the  norm/ofF  the  norm  with  respect  to  the  rest 
of  the  country. 

Senator  Moynihan.  Well,  I  guess  I  have  to  tell  you  a  little  sheep- 
ishly that  if  it  takes  100  days  in  Michigan,  then  the  estimated  av- 
erage for  next  year  is  7  months  in  the  country.  So,  somebody  is 
doing  their  job. 

Senator  RiEGLE.  Is  that  right?  Well,  it  depends— 

Senator  Moynihan.  That  may  not  be — 

Commissioner  King.  That  is  not  initial,  Senator.  Your  number 
for  initial  determinations — ^how  long  it  takes  the  State  Disability 
Determination  Service  to  do  its  job-— really  does  average  anjrwhere 
from  65  days  in  North  Carolina,  up  to  123  or  so  days  in  a  couple 
of  other  States. 

Michigan  has  just  had  a  blip.  They  do  a  superb  job.  In  fact,  if 
we  look  at  the  so-called  backlogs — ^we  do  not  even  call  them  back- 
logs anymore,  we  have  so  many  cases,  we  call  them  pending  loads 
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work — we  were  concerned  a  little  bit  ago  that  we  saw  some  States 
had  pending  loads  work  in  excess  of  20  weeks.  Michigan  is  cur- 
rently at  11.7  weeks  work  pending.  They  are  doing  a  superb  job  in 
Michigan.  Tliey  are  also  doing  a  very  good  job  in  New  York. 

Because  they  are  big  States,  you  would  expect  that  they  would 
be  problem  States.  The  State  DDSs  do  a  tremendous  job  in  a  num- 
ber of  those  States. 

We  are  looking  at  a  lot  of  that.  We  think  perhaps  even  our  own 
outreach  efforts  have  some  impact  on  the  number  of  people  who 
say,  "Well,  gee,  I  might  be  eligible  for  that,"  so  they  come  in  and 
apply.  So,  we  are  really  looking  at  the  causes  behind  some  of  the 
numbers. 

Senator  RlEGLE.  I  do  want  to  say  again,  though,  for  the  record, 
that  our  director  in  Michigan  has  made  it  a  point  to  say  to  us  that 
they  feel  that  they  are  under  a  severe  staff  shortage  situation  and 
thev  are  having  a  very  hard  time. 

So,  it  sounds  hke  a  new  term,  a  "pending  work  load."  I  mean,  it 
sounds  like  it  is  somebody  on  the  hold  button,  but  is  several  calls 
down  the  line.  And  I  am  concerned  about  it. 

I  like  what  you  said  about  the  fact  that  apparently  the  extreme 
cases,  you  have  got  some  way  to  be  able  to  move  quickly.  Am  I 
right? 

Commissioner  King.  That  is  correct.  That  is  correct. 
Senator  RiEGLE.  Well,  I  would  sure  hope  so.  Thank  you,  Mr. 
Cheiirman. 

Senator  MoYNlHAN.  Thank  you.  Before  you  leave,  may  I  just 
make  a  point  to  Harry  Ballantyne  that  I  am  sure  you  worked  with 
the  public  health  sei'vice  in  terms  of  epidemiological  studies.  I 
mean,  what  a  great  fund  of  information  about  who  gets  impaired. 
Have  automobile  crashes  accounted  for  more  or  less,  is  there  a 
change  in  consequence  of  our  efforts  to  deal  with  that  crash  injury 
prevention?  You  are  a  real  resource,  are  you  not? 

Mr.  Ballantyne.  Well,  we  have  access  to  information  like  that. 

Senator  Moynihan.  I  mean,  but  it  is  your  information. 

Mr.  Ballantyne.  Right. 

Senator  Moynihan.  I  mean,  over  35  years,  how  much  has  tuber- 
culosis come  in  or  gone  out. 
Mr.  Ballantyne.  Right. 
Senator  RiEGLE.  Now  AIDs,  as  she  says. 
Senator  Moynihan.  Yes.  Yes. 

Mr.  Ballantyne.  Right.  And  we  study  those  trends.  We  could 
provide  some  information  on  that. 
[The  information  requested  follows:] 

The  trends  in  disabled-worker  awards  by  disabling  condition  are  shown  in  the 
table  on  page  14.  The  number  of  workers  awarded  disability  insurance  benefits  be- 
cause of  tuberculosis  is  very  low.  The  number  of  such  allowances  at  the  initial  deter- 
mination and  reconsideration  levels  was  only  111  in  1988  and  152  in  1991.  Similar 
data  for  earher  years  are  not  available.  Before  1990,  AIDS/HIV  cases  were  classified 
according  to  the  disabling  conditions  that  were  manifested  in  each  case.  As  of  1990, 
such  cases  were  included  in  infective  and  parasitic  diseases — accounting  for  the  rel- 
atively large  increase  in  that  category  from  1989  to  1990. 

Senator  Moynihan.  The  committee  would  like  that  and  would 
appreciate  it.  Commissioner,  we  very  much  appreciate  your  coming. 
We  have  kept  you  much  of  the  morning,  but  you  have  been  thor- 
oughly responsive. 
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Budget  realities  are  a  problem  that  you  have  to  deal  with.  We 
do  not  think  you  are  getting  as  much  resources  to  run  this  program 


We  make  the  point  that  these  are  trust  fund  monies.  We  make 
the  point  that  you  spend  them  very  sparingly  and  very  well:  More 
we  cannot  ask.  And  we  thank  you  for  coming  once  again. 

Commissioner  King.  Thank  you,  Mr.  Chairman.  May  I  just  make 
one  closing  point?  And  that  is,  that  I  have  been  assured,  even 
though  our  mnds  are  subject  to  the  appropriation  process,  we  are 
looking  at  these  numbers  very  carefully. 

And  if  these  nvmibers  of  applications  continue  to  trend  upwards, 
we  will  be  coming  back  with  an  additional  request  for  funds. 

Senator  Moynjhan.  Good.  Good.  And  you  are  going  to  give  us 
some  recommendations  before  the  year  is  out. 

Commissioner  King.  Before  the  end  of  the  year.  Absolutely. 
Senator  Moynihan.  Thank  you  very  much. 
Commissioner  King.  Thank  you. 

Senator  Moynihan.  One  of  the  large  changes  that  have  been 
made  in  Social  Security  system  in  the  1980s  was  the  addition  of 
two  Public  Trustees  to  the  Board  of  Trustees  for  the  trust  funds, 
which  has  always  been  the  Secretary  of  Treasury,  Secretary  of 
Labor,  and  Secretary  of  Health  and  Human  Resources. 

And  we  enacted  in  1983  the  idea  of  having  two  Public  Trustees. 
And,  after  a  shaky  beginning,  it  has  been  a  real  example  of  persons 
able  to  do  public  service  of  very  high  quality. 

And  we  nave  two  of  the  most  distinguished  members  in  that  se- 
quence. 

And  here  to  speak  for  us  and  report  on  their  recent  report  on  dis- 
ability is  Stanford  G.  Ross,  who  is  not  only  the  former  distin- 
guished Commissioner,  but  a  trustee  now;  and  David  Walker. 

I  think  I  might  just  point  out  that  there  is  a  Republican  and 
Democratic  member,  as  is  only  proper.  Mr.  Ross,  you  are  the  Demo- 
cratic member.  And,  therefore,  up  here,  you  come  first.  Downtown, 
Mr.  Walker,  you  come  first.  We  welcome  you  both,  gentlemen,  and 
will  take  your  testimony. 

STATEMENT  OF  STANFORD  G.  ROSS,  PUBLIC  MEMBER,  SOCIAL 
SECURITY  BOARD  OF  TRUSTEES,  WASHINGTON,  DC 

Mr.  Ross.  Thank  you  very  much,  Mr.  Chairman.  It  is,  indeed,  a 
greatprivilege  to  be  here  today  and  to  appear  before  tliis  commit- 
tee. This  is  the  first  time  that  we  have  testified  since  our  confirma- 
tion hearings. 

Senator  Moynihan.  Oh.  May  I  just  interrupt  to  make  a  com- 
ment? You  are  giving  us  a  joint  statement. 

Mr.  Ross.  Yes.  We  have  a  joint  statement  for  the  record. 

[The  joint  prepared  statement  of  Mr.  Ross  and  Mr.  Walker  ap- 
pears in  the  appendix.] 

Senator  MoYNiHAN.  Yes.  Which  is  very  impressive  that  you  come 
together  as  the  two  Public  Trustees.  And  this  is  your  statement. 

Mr.  Ross.  And  in  our  way,  since  we  so  far  have  been  able  to  do 
everything  together,  we  have  sort  of  divided  the  areas  we  are  going 
to  talk  about.  I  will  make  a  few  remarks,  and  then  David  Walker 
will  make  a  few  remarks  and  we  will  be  available  for  your  ques- 
tions. 
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It  is  an  opportunity  for  us  to  be  here  today,  since  it  gives  us  a 
chance  to  report  on  some  of  the  things  we  have  been  doing  since 
we  were  confirmed  into  this  job  roughly  18  months  ago. 

First  of  all,  in  our  statement,  we  note  the  findings  that  led  the 
Board  of  Trustees  to  submit  the  Section  709  Disability  Insurance 
Trust  Fund  Report. 

You  have  heard  that  report  described  here  today  by  the  Commis- 
sioner of  Social  Security.  We  endorse  the  report  and  we  believe 
that  the  notification  at  this  time  should  provide  adequate  time  for 
Congress  to  examine  the  situation  and  take  corrective  action. 

I  would  make  the  point  that  we  participated  in  the  interpretation 
of  this  statute,  whicn  came  into  effect  in  1983.  And,  since  this  is 
the  first  time  it  has  been  used,  precedents  are  created  and  there 
were  certain  issues  which  required  interpretation. 

One  was  the  time  period  that  was  relevant  in  finding  this  dip 
below  the  20  percent  reserve  level.  It  was  decided  that  if  that  hap- 
pened within  the  10-year  short-term  estimation  period,  since  the 
statute  said  due  regard  should  be  given  to  giving  Congress  ade- 
quate time,  that  once  that  trigger  was  seen  witliin  our  short-term 
focus,  we  thought  it  was  proper  to  give  the  notification. 

The  second  point  of  interpretation  that  we  think  is  important  is 
that  the  Public  Trustees  have  a  somewhat  independent  role  as  the 
eyes  and  ears  of  the  public  to  make  sure  that  provisions  like  this 
are  acted  upon  and  that  Congress  and  the  public  hear  about  things 
in  a  timely  and  proper  manner. 

The  statute  calls  for  specific  legislative  recommendations.  We  felt 
it  would  not  be  appropriate  for  the  Public  Trustees,  given  their 
independent  role,  to  be  making  specific  substantive  legislative  rec- 
ommendations on  the  disability  program. 

We  do  not  have  the  resources,  fi^ankly,  to  conduct  the  kind  of  ex- 
amination and  analysis  that  would  be  required.  And,  so,  we  ap- 
pended a  separate  statement  to  the  Section  709  report  to  empha- 
size our  independent  role  and  our  watch  dog  function,  as  opposed 
to  a  substantive  legislative  function. 

The  other  two  points  I  would  hke  to  make  about  the  report  are 
that,  to  get  up  to  a  20  percent  reserve  level,  would  take  around  $40 
billion  over  the  10-year  short-term  period. 

However,  to  meet  the  100  percent  solvency  test  for  the  short- 
term  period  would  take  approximately  $78  billion. 

I  tliink  we  feel  that,  since  we  do  have  this  short-term  test  of  10 
years,  that  as  Congress  and  the  administration  study  how  to  take 
care  of  this  problem,  that  they  focus  more  on  the  $78  billion  num- 
ber than  the  $40  billion  nvunber. 

Because  it  seems  to  us  that  having  institutionally  adopted  a 
short-term  test,  changes  ought  to  put  things  back  in  shape  to  meet 
the  short-term  test. 

Having  said  that  much  about  the  disability  report,  I  would  like 
to  just  take  a  couple  of  minutes  to  give  you  a  little  information  on 
how  we  have  been  discharging  our  functions  over  the  past  18 
months  in  which  two  trust  fund  report  rounds  have  taken  place 
and  two  sets  of  reports  have  been  issued. 

We  regard  our  core  function  as  participating  in  the  review  of  the 
short-term  and  long-term  economic  and  demograpliic  assumptions, 
and  in  the  decision-making  process  based  on  those  assumptions. 
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In  addition  to  meeting  with  economists  and  actuaries  from  the 
staffs  of  all  three  ex  officio  members  of  the  board,  namely,  the  Man- 
aging Trustee,  which  is  the  Secretary  of  the  Treasury,  and  then  the 
Secretary  of  Labor  and  the  Secretary  of  Health  and  Human  Serv- 
ices, we  considered  the  views  of  outside  sources,  such  as  those  pre- 
sented by  the  technical  panels  of  the  Social  Security  Advisory 
Counsel  which  recently  issued  its  report. 

We  have  been  spending  approximately  45-50  days  a  year  on  this, 
and  the  bulk  of  our  time  is  devoted  to  this  core  function  of  being 
an  independent  voice  in  the  preparation  of  these  important  reports, 
which  are  a  form  of  pubhc  accountability. 

We  see  as  our  second  fimction  being  there  to  make  statements 
as  required  and  as  needed  to  better  protect  the  public  interest  and 
to  bring  things  to  the  attention  of  the  public  and  Congress. 

Thus,  in  our  first  year,  we  pioneered  the  short,  blue  summary, 
which  it  took  us  

Senator  MoYNlHAN.  And,  as  you  say  in  your  joint  statement,  it 
is  written  in  English. 

Mr.  Ross.  Yes. 

Senator  MOYNIHAN.  An  innovation  that  is  needed. 

Mr.  Ross.  It  is  reduced  to  approximately  10  pages,  so  even  a 
busy  person  can  get  the  gist  of  this  enormous  amount  of  very  de- 
teiiled  and  important  material  in  a  usable  fashion. 

Senator  MOYNIHAN.  Nice  going. 

Mr.  Ross.  Well,  we  thank  you.  It  took  us  from,  frankly.  May  to 
November  the  first  time.  But  this  year,  the  decision  was  made  to 
institutionalize  the  summary  to  get  it  out  with  the  reports.  It  came 
out  April  2nd.  And  all  of  the  trustees  have  now  endorsed  it  and 
signed  off  on  it  so  it  has  equal  dignity  with  the  rest  of  the  reports. 

However,  David  Walker  and  I  appended  a  short,  two-page  state- 
ment on  the  end  to,  again,  provide  a  voice  for  the  Public  Trustees 
to  the  public  and  the  Congress  to  bring  certain  things  to  their  at- 
tention which  we  felt  were  of  unusual  importance  in  not  only  the 
report,  but  the  summary. 

The  other  things  we  have  been  doing  are  mindful  of  the  points 
that  you  made  at  our  confirmation  hearings.  We  have  been  diligent 
in  checking  into  the  handling  of  the  investments  of  the  trust  funds. 

We  have  met  with  the  Treasury  technical  staffs  that  supervise 
the  investment  and  roll-over  of  bonds.  We  have  another  meeting 
scheduled.  We  cooperate  with  the  Ofiice  of  the  Actuary  of  SSA, 
which  is  also  very  diligent  in  this  regard. 

And  we  feel  that  that  area  is  one  in  which  we  are  doing  our  due 
diligence.  And  we  are  very  mindful  that  if  there  were  ever  a  prob- 
lem, we  would  come  here  and  tell  you  about  it  just  as  soon  as  we 
noticed  it  to  get  your  continued  help  and  support  in  making  sure 
that  these  reserves  are  properly  invested  and  managed. 

Finally,  the  other  thing  we  have  done  is  we  have  attempted, 
within  the  limited  time  available  to  us,  and  being  cognizant  of  our 
role  as  financial  experts,  to  do  some  public  outreach  to  bring  the 
important  findings  and  information  in  these  reports  to  the  public. 

And  we  have  divided  our  time  so  that  David  Walker  will  give  you 
a  full  report  on  those  activities.  I  thank  you  and  will  be  happy  to 
answer  any  questions  either  now,  or  when  he  finishes  with  the  bal- 
ance of  the  report. 
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Senator  Moynihan.  You  are  here  together,  and  very  importantly 
together.  Mr.  Walker,  you  take  up  the  next  half. 

STATEMENT  OF  DAVID  M.  WALKER,  PUBLIC  MEMBER,  SOCIAL 
SECURITY  BOARD  OF  TRUSTEES,  WASHINGTON,  DC 

Mr.  Wai.ker.  Thank  you,  Mr.  Chairman.  Chairman  Moynihan, 
Senator  Riegle,  it  is  a  pleasure  to  be  here  this  morning.  We  do  try 
to  act  together  as  much  as  possible,  even  though  one  is  a  Democrat 
and  the  other  is  a  Republican.  These  programs  are  too  important, 
really,  to  be  the  subject  of  partisan  politics. 

Senator  Moynihan.  Exactly.  Exactly. 

Mr.  Walker.  And  we  try  to  operate  in  that  fashion.  I  am  also 
the  de-facto  baby  boomer  representative  on  the  Board  of  Trustees. 
This  is  very  important  since  we  need  to  instill  public  confidence  in 
these  programs  many  years  into  the  future. 

Stan  and  I  have  provided  a  statement  for  the  record  which  we 
would  ask  to  be  submitted. 

The  Chairman.  It  will  be  placed  in  the  record. 

[The  joint  prepared  statement  of  Mr.  Walker  and  Mr.  Ross  ap- 
pears in  the  appendix.] 

Mr.  Walker.  Thank  you,  sir.  I  would  now  like  to  briefly  summa- 
rize a  few  points  contained  in  that  statement  and  to  reinforce  a  few 
points  regarding  the  Section  709  Disability  Insurance  (DI)  Trust 
Fund  Report. 

With  regard  to  the  Section  709  report,  while  the  statute  is  not 
clear  as  to  what  timeframe  is  appropriate  for  applying  the  20  per- 
cent test,  the  trustees  felt  that  it  would  be  appropriate  to  submit 
the  report  at  this  time  in  order  to  provide  the  Congress  with  ade- 
quate time  to  consider  appropriate  legislative  actions. 

We  believe  that  any  Congressional  action  should  be  designed  to 
meet  at  least  the  short-range  test  of  financial  solvency  for  the  DI 
Trust  Fund.  That  would  require  changes  to  improve  the  DI  trust 
fund  by  approximately  $78  billion  over  the  next  10  years. 

The  trustees  were  reluctant  to  recommend  a  reallocation  of  cur- 
rent payroll  tax  rates  from  the  Old-Age  and  Survivors  Insurance 
Trust  Fund  to  the  DI  Trust  Fund  at  this  time.  While  this  may  ulti- 
mately be  an  appropriate  action  to  take,  we  believe  that  a  careful 
review  of  the  DI  program  should  be  conducted  prior  to  determining 
what,  if  any,  additional  legislative  actions  might  be  appropriate. 

The  department  of  Health  and  Himian  Services  has  been  asked 
to  conduct  a  review  of  the  DI  program  and  to  report  back  to  the 
Board  of  Trustees  by  December  31,  1992. 

As  Stan  mentioned,  as  Public  Trustees,  we  believe  that  we  have 
an  important  role  to  play  to  make  sure  that  the  required  notifica- 
tion is  provided  to  the  Congress  and  to  assure  that  a  process  is  in 
place  to  assure  that  legislative  recommendations  will  be  made  to 
the  Congress  for  consideration. 

At  the  same  point  in  time,  we  believe  that  those  legislative  rec- 
ommendations should  be  made  by  the  ex  officio  trustees,  although 
we  are  available  to  the  Congress  for  testimony  and  comment  as  ap- 
propriate. 

There  are  a  few  other  activities  of  the  Public  Trustees  which  I 
would  like  to  briefly  mention.  Senators.  These  have  been  designed 
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to  improve  public  access  to  and  understanding  of  the  information 
that  is  contained  in  the  annual  reports  of  the  trust  funds. 

Stan  touched  on  the  fact  that  we,  as  Public  Trustees,  created  in 
1991  the  first-ever  Public  Trustees  Summary  of  the  four  trust 
funds,  that  is,  the  Social  Security  and  Medicare  trust  funds. 

This  is  a  clear,  concise,  and  plain  Enghsh  summary  of  the  Social 
Security  and  Medicare  Annual  Reports.  And,  in  1992,  this  sum- 
mary was  joined  in  by  the  other  trustees,  and  we  have  appended 
a  two-page  pubhc  trustees  statement. 

It  is  a  10-page  summary  of  a  370-page  set  of  reports.  It  has  larg- 
er type  to  facilitate  all  Americans  being  able  to  read  it.  It  has 
charts  and  graphs,  and,  we  believe,  provides  a  succinct  analysis  of 
the  current  and  projected  financial  condition  of  these  important 
Federal  programs. 

We  also  recently  sponsored  a  work  group  to  reorganize  and  plan 
a  new  layout  for  the  1992  Annual  Reports,  the  more  comprehensive 
reports,  to  make  them  more  usable  and  easier  to  read  for  those  in- 
dividuals who  are  interested  in  a  more  comprehensive  understand- 
ing of  these  programs. 

There  is  a  new  overview  section  that  has  been  placed  in  the  front 
that  includes  the  most  significant  information  and  the  typeface,  as 
well,  has  been  enlarged  to  help  assure  that  most  Americans  would 
be  able  to  read  it.  And,  again,  lay-outs,  such  as  graphs  and  charts 
that  help  to  improve  imderstanding  and  meaning  have  been  im- 
proved. 

We  have  also  made  a  number  of  presentations  to  convey  informa- 
tion about  the  financial  status  of  these  important  Federal  programs 
to  groups  with  a  professional  interest,  as  well  as  to  executives  and 
top  management  of  the  Social  Security  Administration  (SSA).  We 
plan  to  continue  these  various  outreach  efforts  in  order  to  fully  dis- 
charge our  responsibilities  in  this  area. 

Mr.  Chairman,  that  concludes  my  summary.  We  would  be  more 
than  happy  to  answer  any  questions  that  either  you  or  Senator  Rie- 
gle  may  have  at  this  time. 

Senator  Moynihan.  I  just  want  to  say  hurrah.  We  put  in  place 
sometliing  that  is  working  so  well.  Now,  first  of  all,  the  public 
never  says  its  thanks  very  well. 

On  behalf  of  this  committee,  and  I  am  sure  Senator  Riegle  will 
join  me,  to  thank  you  two  gentlemen.  You  are  doing  everything  we 
had  hoped  you  would  do,  which  is  to  think  about  this  Social  Secu- 
rity system  and  how  it  could  be  better  understood,  how  it  could  be 
better  managed.  It  is  very  well  managed,  and  it  is  not  very  well 
understand. 

For  the  record,  Mr.  Ross  is  a  partner  of  Arnold  &  Porter,  that 
most  distinguished  law  firm  here  in  town.  And  you  are  a  partner 
of  Arthur  Andersen,  the  worldwide  accounting  firm,  and  I  believe 
you  are  in  charge  of  compensation  and  benefit  practices.  We  could 
not  pay  you,  but  thank  God  we  have  you. 

Now,  I  want  to  get  clear  now.  You  think  that  before  we  simply 
pick  up  the  allocation  to  disability  within  the  6.2  percent  payroll 
contribution,  we  ought  to  look  at  the  progi*am  itself  and  its  prac- 
tices to  decide  whether  there  are  not  changes  that  ought  to  be 
made  on  the  ground  first.  Are  you  are  telling  us  that? 
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Mr.  Ross.  Yes.  We,  frankly,  would  be  uncomfortable  to  have  rec- 
ommended a  reallocation  of  the  tax  from  OASI  to  DI  without  that 
study.  In  the  first  place,  how  much  you  reallocate  is,  in  itself,  a  pol- 
icy decision. 

Do  you  bring  it  back  to  the  20  percent  level,  do  you  bring  it  to 
a  100  percent  level,  do  you  do  something  in  addition?  Until  there 
is  more  analysis  and  study  done  of  why  we  have  had  this  fairly 
m^jor  change  within  1  year,  we  thought  it  would  be  difficult  even 
if  one  were  in  favor  of  reallocation  to  know  exactly  what 
reallocation  means. 

Senator  MoYNlHAN.  Good.  We  are  not  in  any  rushed  cir- 
cumstance here.  We  have  a  75-year  projection  of  revenues,  we 
think,  in  terms  of  large  populations  and  programs.  I  will  address 
Mr.  Walker.  When  we  get  this  study  from  the  administration,  can 
we  hope  to  have  your  comments  on  it? 

Mr.  Walker.  Well,  we  are  always  available.  Senator,  to  provide 
comments. 

Senator  Moynihan.  Yes.  And  we  will  feel  free  to  call  you  up  and 
say,  well,  now,  here,  this  is  what  you  said  should  be  done,  do  you 
think  it  was  done  well,  just  as  we  will  soon  as  our  

Mr.  Ross.  We  would  look  at  that  as  our  frinction — to  pass  on 
whether  the  recommendations  meet  the  tests  of  financial  adequacy 
that  have  been  established  for  the  trust  funds.  And,  in  that  role, 
we  would  expect  to  participate. 

Senator  Moynihan.  Good.  And  one  of  these  days  you  are  going 
to  give  us  some  views  on  the  whole  question  of  our  present  par- 
tially-funded system  and  whether  we  should  return  to  pay-as-you- 

I  think  the  trustees  in  1972  said,  let  us  establish  a  pay-as-you- 
go  basis,  and  then  5  years  later  we  went  to  this  partially-funded 
system  which  Mr.  Myers  has  urged  us  to  abandon  on  the  grounds 
that  we  will  just  debauch  the  surplus.  Do  you  have  any  plans  to 
advise  us  in  this  regard? 

Mr.  Ross.  Well,  there  are  aspects  of  it  that  I  think  we  can  ad- 
dress, and  aspects  that  we  cannot  address.  I  think  we  can  address 
whether  certain  changes  would,  for  example,  in  the  long-term,  meet 
the  long-term  financial  tests  of  the  program. 

However,  most  proposals  also  have  fiscal  and  economic  policy  ef- 
fects, which  are  profoundly  important  and  which  really  would  go 
beyond  what  we  see  as  our  role.  So,  we  could  address  parts  of  it, 
but  perhaps  not  the  whole  issue. 

Senator  Moynihan.  I  do  not  want  you  to  anything  that  might 
jeopardize  the  rock-sohd  basis  of  your  judgment  offered  within  the 
specific  confines  of  the  subject.  Mr.  Walker. 

Mr.  Walker.  Senator,  to  regress  just  for  a  second  on  the  DI  pro- 
gram, we  do  believe  that  congressional  action  should  be  taken,  at 
least  in  the  next  Congress  with  regard  to  this  issue,  given  the  pe- 
riod of  time  you  are  talking  about. 

Senator  Moynihan.  Well,  I  think  that  is  about  where  we  are  get- 
ting, is  it  not?  We  are  going  to  hear  from  the  administration  by  De- 
cember. Well,  that  means  next  January  or  February  we  will  start 
the  new  Congress  and  start  this  legislative  cycle. 

And  I  just  think  it  has  been  first-rate  that  you  are  there.  You 
are  taking  initiatives,  you  are  thinking  up  things,  and  you  are  no- 
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ticing  that  people's  eyes  get  a  little  weak  as  they  get  older.  A  little 
large  type  does  not  do  any  harm. 

Mr.  Ross.  There  is  one  additional  long-range  initiative  that  is  re- 
lated to  what  you  mention  we  are  imdertaking.  That  is,  with  the 
support,  particularly,  of  SSA,  we  are  trying  to  launch  a  study  to 
see  whether  some  of  the  measurement  techniques  which  are  used 
with  these  important  Social  Secui-ity  and  Medicare  programs  can 
relate  and  can  be  extended  to  private  sector  and  other  related  pro- 
grams so  that,  as  people  project  out  the  resources  that  are  required 
for  retirement  income  and  health  purposes  over  the  next  20-30 
years,  perhaps  more  accurate  financial  information  and  data  can  be 
produced  on  a  coordinated  basis  of  both  the  public  and  private  sec- 
tors, and  that  this  will  be  a  resource  for  policy-makers. 

We  do  not  intend  to  get  into  the  policy  dimensions  of  those  issues 
in  the  debate,  but  we  would  like  to  improve  the  data  base  on  which 
those  policy  debates  do  take  place. 

Senator  MOYNIHAN.  I  want  to  turn  to  Senator  Riegle  here,  but 
just  before  I  do,  to  say  that  I  would  hope  the  two  of  you  would  con- 
sider the  thought  that  there  are  enormous  policy  implications  in 
the  fact  that  a  megority  of  non-retired  adults  do  not  think  they  are 
going  to  get  Social  Security  retirement  benefits. 

After  half  a  century,  never  a  day  late  nor  dollar  short.  The  origi- 
nal benefits  were  to  have  started  in  1942,  then  1939  amendments 
moved  them  up  to  1940.  And  still,  that  mood  of  skepticism. 

If  you  do  not  think  the  government  is  going  to  keep  your  money 
and  pay  you  back  your  insurance,  if  you  cannot  trust  your  govern- 
ment in  that  regard,  what  else  can  you  trust,  or  is  there  an5rthing 
else  you  can  trust? 

We  have  seen  in  this  political  year  proposals  coming  fi^om  all 
across  the  spectrum,  and  one  in  particular  would  abolish  the  pay- 
roll contributions. 

A  flat  tax  would  just  eliminate  all  of  those  matters.  It  would 
seem  to  me  to  put  in  jeopardy  the  very  idea  that  this  is  a  contribu- 
tory insurance  system. 

President  Roosevelt  was  absolutely  fierce  on  that  point.  There 
was  a  celebrated  occasion  in  1940,  just  as  these  things  were  coming 
on  line.  Luther  Gulick,  who  was  a  member  of  the  Committee  on 
Administrative  Management,  came  around  to  see  him  and  said,  you 
know,  it  does  not  make  a  lot  of  sense  to  have  all  of  those  millions 
of  weekly  contributions  being  posted  by  pen  in  hand. 

Should  we  not  just  collect  the  money  and  pay  it  out?  And  Roo- 
sevelt, as  Gulick  recorded,  said,  oh,  I  am  sure  you  are  right  on  the 
economics  there,  Luther. 

But  those  contributions  have  nothing  to  do  with  economics,  they 
are  there  to  make  sure  that  every  individual  has  a  legal,  moral, 
and  political  right  to  their  retirement.  And  while  they  are  there,  no 
damn  politician  can  take  Social  Security  away. 

And,  may  I  make  the  point  that  if  you  are  skeptical  of  what  I 
have  to  say,  you  can  call  up  Luther  Gulick  and  talk  to  him.  He  is 
ahve  and  well,  aged  100,  living  up  in  Pottsdam,  NY,  sir. 

Mr.  Walker.  Senator,  I  think  it  is  important  to  note  this.  We  be- 
lieve that  we  have  an  important  responsibility  to  try  to  instill  pub- 
lic confidence  in  these  programs  to  the  extent  appropriate. 
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And,  as  you  know,  the  reserves,  the  surpluses  in  Social  Security 
and  Medicare,  are  invested  in  special  issue  government  securities 
which  Stan  and  I  have  both  seen  and  touched  as  recently  as  the 
last  6  weeks. 

Senator  MoYNlHAN.  Good. 

Mr.  Walker.  And  those  government  securities,  in  fact,  are  being 
converted  to  cash  to  pay  benefits  for  the  DI  program  and  for  the 
Supplementary  Medical  Insurance  (SMI)  program,  so  they  are  real. 

They  are  backed  by  the  full  faith  and  credit  of  the  United  States. 
And,  if  you  do  not  trust  the  full  faith  and  credit  of  the  United 
States,  then  have  more  fundamental  problems,  quite  frankly. 

Senator  Moynihan.  Well,  there  you  are.  Again,  with  ffreat 
thanks  for  what  you  do,  my  one  thought  here  is  we  could  send  out 
to  everyone  paying  Social  Security  once  a  year  a  statement  of  their 
contributions,  their  accumulated  benefits,  the  payments,  and  what 
they  could  expect  in  retirement. 

Senator  RiEGLE.  We  ought  to  do  it. 

Senator  Moynihan.  The  largest  cost  in  sending  it  out  once  a  year 
would  be  the  stamp.  And  we  have  in  the  statute  that  we  be^in  it 
in  1997,  or  something  like  that.  But  something  in  the  admimstra- 
tion  does  not  want  to  do  it. 

I  mean,  I  can  tell  you  my  example.  I  entered  Social  Security,  Grod 
in  heaven,  50  years  ago.  And  serving  as  I  am  on  this  committee 
and  I  am  interested  in  this  subject,  I  could  be  sitting  here — well, 
I  would  have  heard  from  them  now  because  I  have  turned  65. 

Otherwise,  you  could  go  50  years  and  never  know  they  know 
your  name;  never  know  they  got  your  money,  logged  it,  recorded  it. 
Everybody  gets  a  report  from  their  insurance  company  once  a  year. 
But  this  most  important  of  all  insurance  systems  does  not. 

So,  you  have  thought  about  that  and  I  do  not  ask  you  to  com- 
ment. I  just  want  you  to  know  that  I  think  public  confidence  and 
understanding  needs  to  be  heightened  so  that  people  will  know 
when  something  is  putting  the  system  in  jeopardy.  Senator  Riegle. 

Senator  Riegle.  Senator  Moynihan,  just  a  personal  observation. 
I  think  the  Hudson  River  tradition  is  aUve  and  well  in  more  ways 
than  one.  I  think  Franklin  Roosevelt's  commitment  back  years  ago, 
as  you  cite,  is  in  direct  lineal  connection  to  your  own  leadership 
now  in  these  issues. 

And  it  is  so  appropriate  that  the  State  of  New  York  has  been 
vigilant  on  these  issues  over  a  vast  length  of  time  and  with  a  num- 
ber of  important  leaders,  you  being  the  most  recent. 

I  am  struck  by  two  or  three  things  that  are  in  your  report,  and 
I  commend  you,  too,  for  putting  this  in  plain  language  and  getting 
it  to  10  pages.  That,  by  itself,  is  an  achievement. 

I  am  sti*uck  by  two  things.  And  let  me  back  up  to  your  full  report 
before  going  to  the  summary.  I  notice  that  in  the  full  report,  in  the 
overvi  3w  on  page  four,  you  say  the  following:  "The  assets  of  the  DI 


the  beginning  of  1992  until  the  fund  is  exhausted  in  1997,  based 
on  the  intermediate  assumptions.  Based  on  alternative  I,  which  is 
the  more  favorable  one,  the  DI  Trust  Fund  would  grow  to  72  per- 
cent of  annual  expenditures  by  2001.  However,  under  the  more  pes- 
simistic assumptions  of  alternative  III,  the  DI  Trust  Fund  would 
become  exhausted  in  1995." 


trust  fund  are  estimated 


steadily  from  $12.9  billion  at 
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So,  you  have  got  a  range  of  estimates.  Let  me  just  finish  and 
then  I  wouJd  be  happy  to  have  your  comment.  I  take  that,  unless 
there  is  a  meaning  here  that  is  between  the  lines,  that  it  is  conceiv- 
able under  the  more  pessimistic  assumption  of  alternative  III  that 
the  fund  could,  in  an  accounting  sense— obviously  this  is  the  check- 
book issue  within  the  larger  collection  of  money  that  Senator  Moy- 
nihan  just  said — could,  in  fact,  be  empty  by  1995.  Is  that  right? 

Mr.  Walker.  That  is  correct.  Senator.  I  think  that  is  an  excellent 
point.  One  of  the  things  that  we  do  in  preparing  these  reports  is 
have  three  range  of  estimates:  an  optimistic,  which  is  alternative 
I;  pessimistic,  which  is  Alternative  III;  and  the  trustees*  best  esti- 
mate, which  is  alternative  II.  All  of  these  are  plausible. 

Senator  Riegle.  Right. 

Mr.  Walker.  And,  in  fact,  tliis  past  year  has  shown  that  that  can 
be  the  case.  Because  last  year,  imder  the  best  estimate,  we  had  es- 
timated that  we  would  have  adequate  funds  for  the  DI  Trust  Fund 
until  2015. 

Interestingly,  the  alternative  III  assumptions  in  1991  projected 
exhaustion  in  1997.  Because  of  some  things  that  occurred  during 
the  last  year,  in  fact,  now  our  best  estimate  is  that  it  is  1997;  all 
the  more  reason  why  we  feel  it  is  important  that  the  next  Congress 
act  on  this  issue.  It  is  an  excellent  point. 

Senator  Riegle.  Well,  I  think  so.  Because  your  trend  line,  even 
though  you  have  got  these  ups  and  downs  over  time,  we  do  not 
know  that  the  history  that  is  occurring  now  and  will  occur  just 
ahead  of  us  will  necessarily  follow  the  old  patterns. 

I  mean,  that  is  why  I  think  we  need  to  have  some  of  this  analyt- 
ical data  fi*om  the  inside  as  to  what  may  be  at  work  that  may  be 
changing  it. 

Also,  I  am  struck  by  the  fact,  also  in  reading  your  10-page  report, 
that  we  have  got  another  checkbook  that  is  in  trouble.  And  that  is 
the  hospital  checkbook  that  is  in  trouble. 

When  I  read  here,  on  page  seven  of  the  blue  report,  it  says,  "Al- 
though the  trust  fund  ratio  for  hospital  insurance  is  over  the  100 
percent  level  at  the  beginning  of  the  10-year  period,  it  falls  below 
that  level  by  1999." 

Now,  this  is  the  10-year  look  that  you  take,  which  is  sort  of  the 
shorter  run  look.  "As  a  result,  it  does  not  meet  the  short-range 
test,"  continuing  on  here.  And  then  you  go  on  in  that  vein. 

I  look  at  the  chart  that  comes  before  that  on  page  six.  You  see 
the  same  distressing  curve  on  the  hospital  insurance.  Now,  bear  in 
mind,  that  goes  out  further  in  time,  so  that  is  an  important  fact 
to  make. 

But,  nevertheless,  what  you  see  here  is  a  trend  line  that  is  tak- 
ing you  in  a  direction  that  obviously  you  are  flagging  because  you 
are  now  saying  it  does  not  fall  at  the  level  that  you  would  require 
within,  now,  the  10-year  timeframe.  Has  that  one  also  changed 
within  the  last  year? 

Mr.  Ross.  It  has  changed,  but  not  as  dramatically.  However,  it 
is  entirely  possible  that  if  the  present  trends  continue,  we  would 
be  sending  a  Section  709  report  on  that  trust  fund  to  the  Congress 
next  year,  because  the  rate  of  decline  and  the  slope  will  be  very 
dramatic. 
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The  reports,  as  you  know,  refer  to  the  alarming  trends  in  the 
Hospital  Insurance  Trust  Fund  costs.  And  you  have  correctly  inter- 
preted us. 

There  is  one  major  difference,  I  would  say,  from  the  Disability 
Insurance  program,  in  that  there  is  not  an  associated  well-financed 
program  like  OASI  to  combine  it  with  to  make  a  reallocation. 

In  Medicare  the  SMI  program  which  is  financed  on  a  year-to-year 
basis  also  displays  this  same  alarming  trend  in  increased  costs. 

And  either  with  specific  program  legislation,  or  as  part  of  com- 
prehensive health  care  reform,  the  problems  of  the  Medicare  pro- 
gram, we  beheve,  should  be  addressed. 

Senator  Riegle.  Well,  I  take  it  that  that  trend  line,  since  last 
year,  has  now  fallen  into  this  flashing  red  light  zone  where  you 
now  have  to  say  that  it  does  not  meet  the  short-range  test.  I  as- 
sume a  year  ago  it  did  meet  the  short-range  test. 

Mr.  Ross.  It  did.  That  is  a  change  from  last  year  to  this  year. 

Senator  Riegle.  If  I  can,  Mr.  Chairman,  I  do  not  want  to  take 
more  time  now  because  you  have  other  witnesses  coming  and  you 
have  been  very  kind  to  indulge  my  participation  today,  I  want  to 
relate  a  story  in  this  that  is  very  powerful. 

It  will  just  take  a  minute,  and  I  think  it  will  be  worth  our  while. 
I  have  great  emotional  feeling  about  it.  I  am  going  to  try  to  speak 
about  it  without  the  emotion. 

My  father  just  spent  3  months  in  a  hospital  and  died  at  the  end 
of  that  period  of  time  and  needed  very  intensive  care,  and  fell 
under  the  Medicare  coverage,  and,  therefore,  would  be  a  person, 
like  many  others,  that  would  have  received  this  kind  of  coverage. 

I  must  say,  I  got  an  opportunity  in  personal  terms  and  up  and 
down  the  ward  where  he  was  in  Flint,  Michigan  to  see  a  number 
of  cases  similar  to  his,  of  other  people  who  were  on  Medicare  and 
receiving  very  intensive  care. 

And  it  is  remarkable  what  the  doctors  and  nurses  can  do  with 
their  dedication  and  advanced  medicines  that  we  have,  although, 
in  many  cases,  as  older  age  comes  on,  there  are  problems  that  we 
can  fend  off  for  awhile,  but  not  always  for  a  great  length  of  time. 

But  there  was  one  situation  that  happened,  Mr.  Chairman,  that 
I  would  just  like  to  cite  that  I  think  relates  in  part  to  why  this 
trend  line  is  developing. 

I  mean,  we  are  seeing  people  living  longer,  we  are  having  a  bulge 
in  that  population;  medical  care  of  that  kind  is  very  expensive,  es- 
pecially hospital  care  that  is  intensive  in  nature. 

My  father  began  to  lose  weight  and  was  not  able  to  eat.  He  was 
having  kidney  failure,  among  other  things.  And  they  finally  had  to 
feed  my  father  with  a  feeding  tube  with  a  daily  bottle  of  food  sup- 
plement that  came  in  a  bottle  about  this  size  and  was  about  this 
big  around  that  was  yellow,  and  you  could  see  through  it. 

And,  so,  every  day  they  would  bring  in  this  bottle,  and  it  had  a 
drip  line  that  would  come  down,  and,  at  a  rate  that  he  could  toler- 
ate, was  holding  his  weight  as  best  as  they  could  do  so. 

But  the  bottle  of  this  size  and  this  big  around  only  would  last 
for  24  hours  in  terms  of  how  long  it  could  be  used.  Even  if  only 
art  of  it  was  used,  it  had  to  be  taken  down  and  a  new  bottle 
rought  in  to  replace  it. 
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And  my  father  could  only  tolerate  a  speed  at  which  this  liquid 
was  going  into  his  body  at  a  rate  that,  within  the  24-hour  period 
that  the  bottle  was  good,  they  were  only  using  about  one-third  of 
it. 

So,  at  the  end  of  24-hours  it  was  still  two- thirds  full.  They  had 
to  take  it  down,  discard  it,  and  start  with  a  new  bottle.  And  I  asked 
the  nurse  one  day  how  much  these  bottles  cost. 

And  she  checked  to  find  out,  because  I  could  see  that  we  were 
throwing  more  away  than  we  were  using,  so  I  was  wondering  if 
there  was  a  way  that  we  could  get  a  smaller  bottle. 

And  the  answer  came  back,  the  bottle  was  $900.  I  could  not  be- 
lieve it.  I  said,  well,  I  think  we  need  a  bottle  half  this  size.  Can 
we  get  a  bottle  that  is  half  this  size,  whether  it  is  $450  or  $500, 
or  some  premium,  to  move  it  into  a  smaller  bottle. 

And  I  was  told,  after  they  checked,  that  it  cannot  be  had  in  a 
smaller  bottle.  It  was  just  one  of  these  answers  that  takes  your 
blood  pressure  right  through  the  top  of  your  head. 

And  I  have  the  feeling  that,  despite  the  wonderful  quality  of  care 
that  people  can  get,  if  they  are  in  a  fortimate  enough  situation 
where  they  have  specialists  and  good  nurses,  and  so  forth,  that 
there  is  tremendous  premium  cost  in  place. 

I  mean,  I  came  away  with  the  conclusion  that  somebody  who  was 
providing  a  $900  bottle  would  rather  provide  the  $900  bottle, 
whether  it  was  used  or  not,  rather  than  a  $450  bottle  for  the  dif- 
ference in  the  size  of  a  glass  container. 

I  suspect,  Mr.  Chairman,  that  part  of  the  reason  that  this  line 
has  this  ominous  drift  to  it  is  not  just  that  we  are  living  longer  and 
the  cost  of  medical  care  is  high,  but  there  is  imbedded  in  the  sys- 
tem tremendous  cost  premiums  that  we  need  to  do  something 
about. 

And  we  need  national  health  insurance.  We  need  a  plan  of  some 
kind  that  controls  costs  in  a  different  way,  undertakes  to  control 
it. 

And  if  we  do  that  in  the  broad  health  care  system,  we  will  get 
a  payoff  in  the  hospital  insurance  area  here.  Because  all  this  cost 
shifting  that  is  part  of  it  is  clearly  one  of  the  tilings  that  has 
caused  your  hospital  insurance  Une  to  drop  below  your  short-range 
test  trigger  point. 

So,  I  cite  that  only  as  one  illustration,  Mr.  Chairman.  I  mean, 
there  are  coimtless  others.  But  we  have  got  another  checkbook 
problem  here  that  we  are  not  here  to  focus  upon  today.  And  I  sus- 
pect, and  I  forecast  as  I  sit  here,  that  this  is  the  way  that  Hne  looks 
today. 

You  will  be  back  a  year  from  now,  and  I  think  I  can  virtually 
guarantee  that  that  line  will  look  worse  with  the  next  projection  a 
year  fi'om  now  than  it  looks  today. 

And  there  will  be  a  new  chart  that  will  probably  paint  a  more 
ominous  picture  because  of  just  the  things  that  I  see  and  the  fact 
that  you  cannot  reach  this  by  yourselves. 

I  mean,  you  can  do  a  wonderful  job  and  work  24-hours  a  day  as 
the  Public  Trustees,  and  you  are  doing  a  fine  job,  and  I  commend 
you  for  it.  You  cannot  solve  that  problem. 

I  mean,  all  you  can  do  is  report  on  the  status  of  the  depletion 
of  the  fund  balances.  But  we  have  to  solve  that  problem  and  the 
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President  has  to  help  us.  And  the  failure  to  do  it  is  putting  all  of 
our  balances,  in  some  degree,  in  jeopardy. 

Mr.  Walker.  Can  I  comment  very  briefly.  Senator? 

Senator  RiEGLE.  Well,  you  wanted  to  comment,  Mr.  Walker.  Now 
I  am  finished. 

Mr.  Walker.  Thank  you,  sir.  We  are  very  concerned  about  the 
Medicare  side.  We  know  that  this  hearing  is  primarily  focused  on 
DI.  And  we  do  expect  that  if  our  best  estimates  turn  out  to  be  the 
case  next  year,  tnat  you  will  be  receiving  the  709  report  on  the 
Medicare  program,  the  HI  program,  next  year. 

In  fact,  we  think  we  have  three  alarms  we  can  send  off  to  the 
Congress.  The  first  alarm  is  when  any  of  the  programs  do  not  meet 
the  75-year  test,  and  none  of  them  do  at  the  present  time. 

The  second  alarm  is  when  one  of  the  programs  does  not  meet  the 
100  percent  short-term  test  of  financial  adequacy.  And  right  now, 
OASI  and  HI  do  not. 

The  third  alarm  is  when  a  program  fails  the  20  percent  test, 
which  DI  failed  this  year,  and  we  expect  HI  to  fail  next  year.  And 
you  properly  point  out  that  the  costs  are  escalating  at  a  rapid  pace 
in  the  Medicare  pi*offram.  Medicare  represents  a  subset  of  our 
broader  health  care  challenge.  We  have  got  to  change  with  incen- 
tives, improve  information,  and  enhance  accountability  to  get  con- 
trol of  these  costs,  whether  it  be  Medicare  or  the  broader  health 
care  challenge. 

Senator  MoYNiHAN.  I  could  not  more  agree.  I  guess  my  own  view 
is  that  we  are  deahng  here  with  a  problem  of  Baumol's  disease, 
which  is  another  subject,  another  hearing,  another  time.  Grentle- 
men,  we  thank  you  so  much.  Do  not  go  away. 

Mr.  Walker.  Thank  you. 

Mr.  Ross.  Thank  you  very  much. 

Senator  Moynihan.  The  other  watch  do^  of  our  financial  integ- 
rity and  is  indispensable  in  these  regards  is  the  Greneral  Account- 
ing Office. 

And  in  the  GAO,  which  is,  of  course,  a  branch  of  the  Congress 
itself,  no  one  has  been  more  indefatigable  and  more  resourceful 
over  the  years  than  Joseph  Delfico,  who  is  the  Director  of  the  In- 
come Security  Division  of  the  GAO. 

And,  once  again,  we  turn  to  you,  and  once  again  you  arrive  with 
a  report,  and  your  thoughts  all  together.  We  are  very  happy  to 
have  you  again,  sir.  You  have  an  associate  with  you? 

Mr.  Delfico.  Yes,  I  do.  Tliis  is  Mr.  Bairy  Tice.  He  is  our  Assistant 
Director  for  Disability  Issues  in  GAO. 

Senator  Moynihan.  Mr.  Tice,  we  welcome  you  to  the  committee. 
Have  you  been  before  us  before? 

Mr.  Tice.  Yes,  sir.  I  have. 

Senator  Moynihan.  I  thought  that.  It  is  nice  to  have  you  here. 
Sir. 

STATEMENT  OF  JOSEPH  F.  DELFICO,  DIRECTOR  OF  INCOME 
SECURITY,  GENERAL  ACCOUNTING  OFFICE,  ACCOMPANIED 
BY  BARRY  TICE,  ASSISTANT  DIRECTOR,  DISABILTIY  ISSUES, 
GENERAL  ACCOUNTING  OFFICE,  WASHINGTON,  DC 

Mr.  Delfico.  Thank  you,  Mr.  Chairman.  I  would  like  to  submit 
the  full  testimony  for  the  record. 
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Senator  Moynihan.  Of  course.  Of  course. 

Mr.  Delfico.  I  will  give  you  a  brief  5  minute  summary  of  the 
points  that — 

Senator  MoYNlHAN.  Now,  you  have  waited  all  morning,  sir.  Take 
your  time. 

Mr.  Delfico.  All  right.  Thank  you.  Also  with  me  today  is  Mr. 
David  Fisk,  who  helped  prepare  this  testimony.  He  is  sitting  in  the 
audience,  and  is  prepared  to  help  us  out  if  needed. 

Senator  Moynihan.  Mr.  Fisk.  Where? 

Mr.  Delfico.  He  is  here. 

Senator  Moynihan.  There  is  Mr.  Fisk.  Good.  Sir. 

Mr.  Delfico.  In  the  first  part  of  my  testimony,  I  will  briefly 
highlight  some  of  the  underlying  factors  that  have  contributed  to 
the  DI  trust  fund  situation.  I  v^dll  then  discuss  problems  with  DI 
program  administration. 

To  a  greater  or  lesser  degree,  several  factors  have  led  to  in- 
creases in  trust  fund  expenditures.  You  asked  that  we  address 
these  factors  in  your  letter. 

The  first  is  the  application  rates.  As  we  have  heard  this  morning, 
disability  application  rates  have  risen,  in  part,  as  a  result  of  recent 
increases  in  unemployment  rates. 

Senator  Moynihan.  You  are  prepared  to  say  that.  Harry 
Ballantyne  did  not  feel  he-  

Mr.  Delfico.  Yes. 

Senator  Moynihan.  He  said  20  percent,  maybe.  But  you  find  that 
a  fact. 

Mr.  Delfico.  We  find  that  the  application  rates  and  unemploy- 
ment rates  have  tracked  pretty  closely.  But  I  agree  with  Mr. 
Ballantyne  in  that  they  have  cycled  over  the  years.  There  is  not  a 
continuing  trend  here,  but  we  believe  they  are  affected  by  unem- 
plojrment  rates. 

Hard  economic  times  make  it  more  difficult  for  severely  impaired 
people  to  find  jobs.  And  hard  times  may  also  provide  an  incentive 
for  even  less  severely  impaired  people  without  work  to  apply  for 
disability.  We  are  finding  that  many  working  persons  have  physical 
conditions  that  meet  or  equal  SSA's  disability  standards.  Many  of 
these  new  applicants  will  qualify  for  benefits. 

There  are  other  factors,  such  as  increased  outreach  efforts,  that 
also  affect  application  rates.  And,  frankly,  the  effect  of  outreach  ef- 
forts is  very  difficult  to  measure.  But  the  Commissioner  has  in- 
creased her  outreach  efforts  and  this  may  be  affecting  the  applica- 
tion rates. 

Another  factor  is  the  allowance  rates.  Once  one  applies,  we  found 
that  between  fiscal  years  1988  and  1991,  the  initial  DDS  allowance 
rate  for  DI  applicants  rose  from  40-46  percent. 

Senator  Moynihan.  Yes. 

Mr.  Delfico.  Although  these  rates  are  not  the  highest  ever  expe- 
rienced, they  are  substantially  higher  than  those  experienced  over 
the  past  decade. 

Senator  Moynihan.  Give  us  that  again.  In  the  1970s  you  were 
getting  up  towards  60  percent? 

Mr.  Delfico.  I  think  the  highest — Barry,  you  can  connect  me — 
was  about  48  percent. 

Mr.  Tice.  The  allowance  rate? 
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Mr.  Delfico.  The  allowance  rate. 

Mr.  TiCE.  It  was  as  high,  as  I  recall,  as  48  percent  was  the  high- 
est in  the  mid-1970s. 

Mr.  Delfico.  Right. 

Senator  Moynjklan.  48. 

Mr.  Delfico.  48,  in  the  mid-1970s. 

Senator  Moynihan.  So,  we  are  getting  back  up  there. 

Mr.  Delfico.  We  are  getting  close  to  it.  Unfortunately,  the  rea- 
sons for  these  increases  are  not  fully  imderstood.  Perhaps  one  of 
the  most  difficult  factors  to  understand  is  the  general  administra- 
tive environment. 

Now,  that  is  a  soft  term,  but  I  would  like  to  clarify  it  a  bit.  Dis- 
ability decisions — especially  the  marginal  cases — ^require  difficult 
judgments.  Therefore,  changes  in  examiners'  attitudes,  as  influ- 
enced by  their  work  and  management  environment,  may  affect  al- 
lowance rates. 

The  extent  to  which  this  occurs  is  very  difficult  to  determine,  but 
it  could  be  significant,  particularly  in  the  long-rim. 

Trends  in  appeal  levels  have  also  caused  increases  in  the  rolls. 
Administrative  law  judges'  allowance  rate  has  been  rising,  fi*om  50 
percent  in  1985,  to  about  66  percent  in  1991.  In  1990,  over  15  per- 
cent of  the  new  entrants  into  SSA's  disabihty  program  came  from 
the  appeals  process. 

The  size  of  the  rolls  is  also  affected  by  termination  rates,  the  rate 
people  leave  the  rolls.  These  rates  are  affected  by  such  factors  as 
individual  motivation  toward  rehabihtation,  and  removal  because 
of  medical  improvement  or  death. 

Movements  off  the  rolls  has  slowed  as  the  average  age  of  disabil- 
ity applicants  has  been  going  down,  as  you  heard  from  the  Com- 
missioner this  morning. 

Senator  Moynihan.  Yes.  Yes. 

Mr.  Delfico.  One  contributing  factor  has  been  the  virtual  ces- 
sation of  continuing  disabihty  reviews,  and  we  will  get  into  that 
point  a  bit  later. 

Class  action  law  suits  may  become  significant  sources  of  new 
awards.  As  you  pointed  out  earlier,  there  have  been  two  cases  in 
New  York  covering  both  SSI  and  DI  that  have  potential  class  sizes 
of  200,000  or  more.  SSA  is  currently  tracking  over  45  class  action 
law  suits  at  various  stages  of  the  legal  process. 

Now,  these  law  suits  may  lead  to  growth  in  the  rolls.  I  do  not 
know  how  you  can  account  for  them,  and  I  do  not  think  they  have 
been  accounted  for  in  any  of  the  actuarial  projections  to  date,  be- 
cause these  are  all  potentials. 

With  regard  to  program  administration,  SSA's  disability  pro- 
grams are  currently  experiencing  administrative  problems,  includ- 
ing inordinate  delays  in  processing  initial  disability  applications. 
Also,  as  Senator  Riegle  has  pointed  out,  he  has  heard  from  his  con- 
stituents in  Michigan  that  there  are  indications  of  deterioration  in 
the  quality  of  the  determinations.  In  addition  there  are  insufficient 
ntraibers  of  CDRs  to  maintain  the  integrity  of  the  rolls. 

Senator  Moynihan.  Yes. 

Mr.  Delfico.  The  average  time  needed  to  process  an  initial  dis- 
ability determination  is  growing  rapidly.  In  1993,  a  DI  applicant 
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can  expect  to  wait  an  average  of  7  months  for  a  disability  deter- 
mination. 

SSA's  work  load  has  imph cations  for  future  delays  in  the  appeals 
process,  also.  ALJ  decisions  now  take  over  7  months  on  the  aver- 
age. In  the  near  future,  many  denied  appHcants  who  appeal  will 
have  to  wait  14  months  or  longer  for  a  final  decision. 

With  regard  to  the  quality  of  decisions,  SSA's  quality  assurance 
data  point  to  another  problem.  Error  rates  have  increased,  and  al- 
most all  of  this  increase  has  come  fi-om  errors  on  denied  cases.  We 
think  it  noteworthy  that  

Senator  Moynihan.  Now,  that  is  important.  You  are  finding  that 
there  is  no  random  distribution  of  error,  the  error  has  a  bias  to- 
ward denial. 

Mr.  Delfico.  Tlie  increases  have  been  for  the  denials.  Tlie  allow- 
ance error  rates  have  stayed  fairly  constant  over  the  years. 

Senator  Riegle.  There  are  some  things  that  they  are  not  being 
credit  for  and  they  are  being  turned  down  and  not  getting  the  ben- 
efits. Is  that  right? 

Mr.  Delfico.  Senator,  the  increases  have  been  for  people  who 
have  been  denied.  Eventually  some  go  through  the  appeals  process 
and  get  allowed. 

Senator  Riegle.  But  they  actually  should  have  been  certified  as 
having  the  disabihty  and  have  had  their  eligibility  estabhshed,  but 
were  turned  down.  So,  they  have  had  to  go  through  the  grief  of  ac- 
tually having  a  disability,  been  told  that  they  did  not  qualify  when, 
in  fact,  they  did. 

They  have  had  to  make  do  as  best  they  can  and  then  you  are 
finding  that  eventually,  in  some  cases  at  least,  they  get  this  rem- 
edied in  the  courts.  But  I  think  that  is  a  key  finding. 

Mr.  Delfico.  There  is  one  point  that  I  would  like  to  clear  up. 
The  error  rates  for  denials  include  paperwork  enors  that  may  or 
may  not  cause  someone  to  be  unjustly  denied.  And  then  there  are 
errors  that  directly  affect  the  denial  itself. 

People  that  do  reapply,  in  some  cases,  and  are  allowed.  But  you 
are  right,  there  are  some  that  are  adversely  affected  by  this  in- 
crease in  denial  rates. 

And  the  point  here  is  that  the  increases  in  errors  seem  to  track 
the  increased  work  loads  in  the  DDSs.  And,  although  we  do  not 
have  a  cause/effect  relationship  here,  we  do  have  a  congelation. 

A  major  cause  of  increased  processing  time  is  the  increases  in  the 
applications  coupled  with  the  decreases  in  DDS  resources.  I  think 
this  is  a  key  point. 

Apphcation  rates  have  increased  by  36  percent  between  1986  and 
1992,  while  DDS  budgets  fell  11  percent  in  the  same  period.  So, 
they  are  trying  to  do  more  with  less.  And  from  the  statistics,  it 
looks  like  their  productivity  is  starting  to  flatten  out. 

To  address  these  work  load  issues,  perhaps  as  much  as  a  $500 
million  would  be  required  to  handle  the  new  applications  and  stop 
the  backlogs  from  increasing  in  1993,  reduce  the  fiscal  year  1993 
starting  back  log  to  an  acceptable  level,  and  to  process  the  overdue 
CDRs.  We  made  that  estimate  just  to  show  you  the  magnitude  of 
the  work  load  problem. 
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Senator  MoYNlHAN.  Now,  just  so  I  get  a  sense  here,  you  are  ask- 
ing for  a  50  percent  increase.  You  are  saying  that  is  what  is  in 
order. 

Mr.  Delfico.  That  is  what  is  required  to  do  the  three  things  I 
have  mentioned. 

Senator  MoYNlHAN.  Yes.  So,  this  is  not  on  the  margin.  This  is 
not  saying,  well,  come  on,  loosen  up  a  little.  You  are  saying  that 
this  program  needs  half  again  what  0MB  has  allowed  to  spend  the 
money  properly. 

This  is  an  insurance  program,  it  is  not  an  optional  expenditure. 
That  is  a  powerful  statement,  of  which  kind  we  have  learned  to  ex- 
pect from  you,  sir. 

Mr.  Tice.  Mr.  Chairman,  I  should  point  out  that  over  half  of  that 
estimate  is  due  to  the  huge  backlog  of  CDRs.  So,  what  we  factored 
into  that  calculation  was  the  SSA  estimate  of  over  1  million  CDRs 
that  were  pending  and  have  not  yet  been  worked.  So,  that  is  obvi- 
ously a  very  large  

Senator  MoYNiHAN.  So  you  have  a  problem  to  work  down.  If  you 
have  got  that  behind  you,  why,  the  increase  might  not  be  that  big. 

Mr.  Tice.  That  is  correct. 

Senator  Moynihan.  But  to  do  it,  you  need  that  money. 

Mr.  Delfico.  And  the  related  point  is,  the  estimate  does  not  in- 
clude any  savings  in  future  benefit  costs  because  of  the  processing 
of  CDRs.  If  you  process  the  CDRs  and  people  leave  the  rolls,  bene- 
fit payments  will  drop  mitigating  the  trust  fund  problem.  But  our 
estimate  does  not  include  any  reduction  in  trust  fund  expenditures 
because  of  that. 

SSA's  efforts  to  cope  with  increasing  work  loads  within  the  exist- 
ing budgetary  constraints  has  led  to  them  de-emphasizing  CDRs, 
as  you  heard  tliis  morning,  from  the  Commissioner. 

As  Mr.  Tice  stated,  over  a  million  such  cases  are  backlogged  at 
present.  CDRs  are  important  beyond  the  dollars  involved,  we  feel. 

The  failure  to  do  the  CDRs  means  that  increasing  numbers  of 
ineligibles  remain  on  the  rolls  and  may  erode  pubhc  support  pro- 
grams. 

Mr.  Chairman,  that  concludes  my  brief  statement  and  I  will  be 
pleased  to  answer  any  questions  you  or  other  members  of  the  com- 
mittee may  have. 

Senator  Moynihan.  Well,  you  were  too  brief.  The  value  of  testi- 
mony is  measured  in  its  length  aroimd  here.  No.  That  was  a  suc- 
cinct and  superb  job  you  have  done. 

To  be  clear,  we  will,  in  this  committee,  be  thinking  about  persons 
who  are  denied  benefits  who  do  deserve  them.  The  rhetoric  of  this 
political  year  is  directed  much  more  to  people  who  get  benefits  who 
do  not  deserve  them.  Let  us  be  clear  about  what  the  climate  is  out 
there. 

In  any  event,  we  do  not,  in  fact,  have  a  bias  either  way.  V/e  sim- 
ply want  that  insui'ance  program  effectively  administered.  And,  on 
that  point,  the  disability  reviews,  the  continuing  disability  re- 
views— and  that  is  a  process  where,  what,  about  every  5  years  

Mr.  Delfico.  Three  years. 

Senator  Moynihan.  Every  3  years  they  call  you  in  and  say,  how 
are  you  doing.  People  get  better.  You  have  to  believe  that,  at  our 
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age.  And  they  do,  and  that  is  good.  In  therapy,  and  things  hke 
that. 

We  want  people  to  get  better.  And  if  they  are  better,  they  do  not 
need  their  insurance  and  they  should  not  get  it.  For  a  period  there, 
you  see  the  poHtics  of  it. 

The  Reagan  Administration  came  in  from  about  100,000  cases  a 
year.  They  zoomed  up  to  400,000,  and  people  said,  what  are  you 
doing?  And  they  stopped,  crash,  down  to  none.  And  they  zoomed  up 
not  quite  so  high  ag£dn,  and  now,  inexphcably,  we  have  thought 
they  crashed. 

But  what  you  and  Mr.  Tice  tell  us  is  that  they  are  so  short  of 
resources  up  there,  the  first  responsibility  is  to  handle  the  people 
entering  the  system  that  they  do  not  have  the  review.  And  you 
save  money  through  that  process,  do  you  not?  What  would  you  all 
think  should  be  about  the  average  in  an  annual  rate? 

Mr.  Delfico.  Annual  rate  of  processing  CDRs? 

Senator  MoYNlHAN.  Yes.  Yes.  Number,  not  rate.  Sorry. 

Mr.  Tice.  I  think  about  300,000  to  400,000. 

Senator  Moynihan.  300,000  to  400,000  is  about  right.  And  you 
could  say  we  save  about  $4  for  every  dollar  spent. 
Mr.  Delfico.  That  is  correct.  That  is  an  estimate  that  is  about 

2  years  old,  but  I  think  it  holds  up  pretty  well. 

Senator  Moynihan.  Well,  tliis  is  a  sort  of  incomprehensible.  I 
mean,  the  integrity  of  the  program  requires  the  public  to  know  that 
persons  who  are  entitled  to  benefits  get  them,  and  persons  who  are 
not  do  not. 

And  we  have  ceased  the  review  process,  the  checking  up  every 

3  years,  how  are  you  doing,  where  you  think  you  would  save  $4  for 
every  dollar  you  spend.  But  what  is  the  problem,  is  it  0MB?  Or  has 
this  always  been  kind  of  a  troubled  aspect  of  the  Social  Security 
Administration? 

I  mean,  it  is  clear  that  it  is  a  lot  easier  to  certify  that  you  have 
turned  65  and  that  you  have  a  40  percent  loss  of  hearing.  The 
judgmental  aspect  of  disability  insurance  is  always  going  to  be 
there.  You,  gentlemen,  are  experienced  at  pubUc  administration.  Is 
this  a  troubled  organization? 

Mr.  Delfico.  I  think  there  are  many  factors  that  are  starting  to 
come  together  and  affect  the  program,  Mr.  Chsdrman.  We  have 
been  watching  this  and  have  been  concerned,  now,  for  over  5  years. 

The  first  one  is  the  resources  for  the  DDSs.  For  5  years  we  have 
been  saying  that  they  have  been  awfully  low,  resulting  in  long 
processing  times. 

Also,  because  of  a  lack  of  resources,  the  continuing  disability  re- 
views are  not  being  done.  In  addition  to  that,  there  are  factors  out- 
side of  the  program  that  are  starting  to  have  an  effect. 

The  SSI  program  has  been  growing  quite  rapidly.  The  disability 
examiners  are  one  and  the  same.  Since  the  same  disability  examin- 
ers deal  with  both  SSI  and  DI,  they  are  affected  by  both  work 
loads.  It  is  not  only  the  DI  work  load,  it  is  the  SSI  work  load  that 
also  affects  processing  time.  We  are  very  concerned  about  the  SSI 
work  load  having  an  impact  on  the  DI  work  load. 

And,  finally,  the  impact  of  the  courts  are  concerning  us.  The  deci- 
sions of  the  courts  are  concerning  us  since  they  could  increase  the 
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work  load  for  the  DDSs.  Without  increases  in  resources,  the  DDSs 
are  not  going  to  be  able  to  handle  it. 

Senator  MOYNIHAN.  Well,  there  is  something  the  matter  with  an 
administration  that  is  this  erratic.  One  year  you  are  reviewing 
400,000,  the  next  year,  none.  The  year  after  that  300,000,  and  3 
years  later,  none. 

This  is  not  the  kind  of  steadiness  you  want  to  see  and  you  ought 
to  have  in  a  large  organization  with  plenty  of  resources.  I  mean, 
the  trust  funds  have  all  the  resources  in  the  world  to  see  that  you 
can  carry  out  responsible  reviews,  and  the  economy  and  savings 
that  go  with  it. 

Would  you  give  some  thought  sometime  to  the  whole  arrange- 
ment that  we  put  together  for  the  disabilities  reviews?  We  say  it 
is  State  activity.  Is  it  efficiently  that?  I  do  not  have  a  view  one  way 
or  the  other. 

But  in  that  they  deal  with  SSI,  as  well  as  DI  may  make  for  com- 
plexity. We  are  going  to  have  a  hearing  on  SSI,  which  is  Supple- 
mental Security  Income.  It  is  the  one  thing  that  came  out  of  the 
Family  Assistance  plan. 

Do  you  get  the  feeling  that  over  at  the  Social  Security  Adminis- 
tration which  is  located  in  Baltimore,  and  not  necessarily  the  best 
idea  having  it  in  Baltimore;  you  would  like  to  have  them  closer  to 
the  capital,  are  they  aware  they  have  aproblem  here? 

Mr.  Delfico.  Yes,  Mr.  Chairman.  They  are  aware  of  the  prob- 
lem. They  have  been  trying  to  deal  with  the  problem.  Over  the 
years  they  have  been  tr3dng  to  make  inroads  with  the  DDSs  and 
vice  versa  to  improve  commimications. 

The  one  area  where  I  think  they  really  need  to  focus  now  is  on 
increasing  the  technology  and  technological  support  to  the  DDSs. 
Some  of  the  DDSs,  quite  frankly,  are  running  witn  antiquated  com- 
puter systems  and  processes  that  are  quite  p^rimitive.  And,  I  think 
with  SSA's  efforts  in  that  area,  they  are  starting  to  

Senator  Moynihan.  The  record  on  old  age  is  very  good. 

Mr.  Delfico.  Yes. 

Senator  Moynihan.  And  the  general  administrative  performance 
is  very  high.  For  1  percent  of  cost,  this  system  is  in  place.  You 
would  agree? 

Mr.  Delfico.  It  is  a  low  number.  Comparatively  speaking  1  per- 
cent is  a  low  number. 

Senator  Moynihan.  And  this  is  kind  of  anomalous  over  here. 
There  is  no  doubt  about  it,  there  was  a  level  of  sort  of  political  in- 
struction in  the  early  1980s  to  get  people  off  the  rolls. 

And  they  did.  The  courts  have  so  stated.  When  a  U.S.  Attorney 
said,  I  am  sorry,  I  am  not  going  to  defend  the  government  on  this 
an)rmore,  you  know  that  something  is  out  of  order. 

Thank  you  very,  very  much. 

Mr.  Delfico.  Thank  you,  sir. 

Senator  MoYNlHAN.  Senator  Riegle. 

Senator  Riegle.  No  questions,  Mr.  Chairman. 

Senator  Moynihan.  I  mean,  we  just  want  to  thank  you.  We  can- 
not tell  you  how  important  it  is,  Mr.  Tice  and  Mr.  Fisk,  that  we 
have  you  there.  You  are  the  friend  of  these  programs,  and,  there- 
fore, when  you  are  a  critic,  we  listen. 
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We  are  going  to  get  those  recommendations  and  early  in  the  next 
year  we  will  be  taking  up  legislation.  I  want  to  ask  you  back.  Can 
I  just  sort  of  put  you  on  notice  that  it  will  be  helpftil  if  we  could 
hear  your  view  of  the  recommendations  when  they  come  in? 

Mr.  Delfico.  Yes,  of  course. 

Senator  Moynihan.  Because  we  want  to  hear  that  in  testimony. 
Mr.  Delfico.  I  appreciate  your  invitation. 

Senator  Moynihan.  We  appreciate  it  more  than  you  can  say. 
Thank  you  very  much. 
Mr.  Delfico.  Thank  you. 

Senator  Moynihan.  May  I  say  to  Mr.  Ross  and  Mr.  Walker,  that 
when  I  said  do  not  go  away,  it  was  only  meant,  do  not  leave  Wash- 
ington. [Laughter] 

But  do  not  miss  this  opportunity  to  meet  two  of  the  legends  of 
our  time.  There  are  no  two  men  who  have  done  more  to  put  this 
program  in  effect,  keep  faith  with  it  over  the  years. 

Everjrthing  that  we  would  like  to  be  in  a  senior  citizen  you  see 
before  you.  And  Robert  M.  Ball,  the  former  Commissioner  of  Social 
Security;  Robert  J.  Myers,  the  former  Chief  Actuary,  one  of  the  per- 
sons who  helped  draw  up  the  legislation  in  1935,  and  both  of  you 
have  done  so  much  since.  We  have  your  testimony. 

Gentlemen,  I  guess  Mr.  Ball  is  alphabetically  first.  Again,  it  is 
good  to  see  you  looking  so  well.  Welcome  back  to  the  committee. 
When  whichever  of  you  gets  to  your  50th  anniversary  before  this 
committee  first,  let  us  know.  We  will  give  you  a  golden  gavel  of 
some  kind.  Bob  Ball. 

STATEMENT  OF  ROBERT  M.  BALL,  COMMISSIONER  OF  SOCIAL 
SECURITY  (1962-1973),  WASHINGTON,  DC 

Mr.  Ball.  Thank  you  very  much,  Mr.  Chairman.  At  the  risk  of 
seeming  impetuous,  I  would  like  to  begin  with  the  point  that  I  do 
not  see  a  need  to  wait  for  studies  in  order  to  take  action  to  move 
a  part  of  the  OASI  rate  over  to  DI.  I  think  that  will  be  the  inevi- 
table conclusion  of  any  study. 

It  would  strengthen  the  country's  faith  in  the  program  if  the  sliifl 
were  made  now.  I  recongnize  it  is  probably  not  going  to  happen, 
given  the  trustees'  recommendations  for  delay,  and  I  am  not  going 
to  make  a  big  point  of  it. 

But  you  introduced  legislation  in  1990,  you  will  remember,  to 
move  part  of  the  rate  ft*om  OASI  to  DI,  anticipating  tliis  problem. 

And  if,  by  any  chance,  the  House  wants  to  do  that  and  the  Sen- 
ate wants  to  do  it,  I  think  it  is  fine.  I  would  not  take  this  view  if 
I  thought  the  cause  of  the  disability  financing  difficulty  was  pri- 
marily an  administrative  or  policy  problem.  It  may  be  partly  that, 
but  the  increase  in  costs  in  disability  is  primarily  the  result  of  an 
objective  factors  and  can  not  be  made  by  administrative  changes. 

I  would  recommend  that  you  move  enough  of  the  rate  so  that 
both  OASI  and  DI  would  be  adequately  financed  for  about  the 
same  length  of  time,  about  the  mid-2030s,  under  the  present  com- 
bined contribution  rate. 

Senator  Moynihan.  Thank  ^ou  at  least  for  pointing  out  that  we 
have  no  shortage  of  resources  in  this  income  stream. 

Mr.  Ball.  I  agree.  The  combined  OASI/DI  rate  is  estimated  to  be 
adequate  for  well  over  the  next  40  years. 
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Senator  Moynihan.  We  are  going  to  have  to  deal  with  some  is- 
sues in  the  year  2030.  No  doubt,  someone  will  be  around  to  do  it. 
But  we  are  talking  about  making  adjustments  in  a  perfectly  ample 
basis. 

If  the  administration  wants  to  look  at  the  question  of  how  this 
program  is  being  run,  I  think  we  would  defer  to  that  if  only  to  en- 
courage it.  But,  go  right  ahead,  sir. 

Mr.  Ball.  Yes.  As  I  said,  I  am  not  going  to  make  a  big  point  of 
immediate  action,  but  there  is  an  advantage  in  terms  of  public 
faith  in  both  programs  to  avoid  a  story  each  year  that  the  disability 
program  is  somehow  getting  close  to  running  out  of  money. 

And  the  reallocation  would,  of  course,  avoid  that.  You  will  re- 
member that  this  contribution  rate  shift  has  occurred  many  times 
in  the  program.  Disability  is  quite  volatile. 

And,  in  1982  in  the  National  Commission  on  Social  Security  Re- 
form, and  then  reflected  in  the  1983  amendments,  we  went  the 
other  way.  It  looked  then  as  if  the  OASI  program  was  the  one  that 
was  on  the  edge.  So  we  moved  over  from  the  1.1  percentage  points 
increase  in  the  rate  for  disability  in  the  1977  amendments  

Senator  Moynihan.  Down  to  the  present  point. 

Mr.  Ball.  Yes.  You  actually  moved  a  whole  half  of  a  percentage 
point  in  the  contribution  rate  from  disability  to  OASI. 

Senator  Moynihan.  Yes. 

Mr.  Ball.  Giving  some  of  that  back,  is  what  the  present  proposal 
amoimts  to.  If  you  moved  about  0.85  or  0.86,  you  would  then  have 
the  two  programs  estimated  to  be  equally  well  financed  on  into  the 
future. 

But  I  would  like  to  spend  most  of  my  time,  Mr.  Chairman,  on  the 
fact  that  I  think  that  Social  Security  should  stop  bragging  about 
how  little  they  spend  on  administration — 0.9  percent  of  income  for 
both  OASI  and  DI  together — less  than  1  percent  of  the  monev 
taken  in  and  start  spending  some  more  so  as  to  do  an  adequate  job 
administrating. 

It  is  not  just  disability.  At  the  moment  it  is  primarily  inadequate 
funds  for  disability  administration  that  is  having  an  effect  on  pro- 
gram costs.  It  is  very  hard  to  understand  how  the  President  could 
have  submitted  a  budget  that  acknowledges  an  800,000  pending 
load,  way  too  high  now,  and  in  1993  plan  for  the  pending  to  go  to 
1.4  million  under  the  amount  of  administrative  money  being  re- 
quested. 

Senator  Moynihan.  Yes.  Those  are  the  numbers. 

Mr.  Baix.  But  I  would  like  to  make  even  a  broader  point.  And 
that  is,  well-run  private  insurance  companies  have  a  ratio  of  ad- 
ministrative costs  to  benefit  outgo  several  times  what  Social  Secu- 
rity spends.  I  am  not  suggesting  that  Social  Security  should  come 
up  to  them,  but  less  than  1  percent  of  total  income  just  is  not 
enough  to  do  a  good  job. 

I  do  not  know  where  it  should  go  to  but  it  is  clear  that  it  should 
be,  I  think,  somewhere  between  1  and  2  percent  of  income,  at  least. 
There  are  delays  in  payment,  there  are  complaints  about  the  800 
number,  there  is  one  thing  after  another.  An  organization  which 
has  always  prided  itself  on  good  service  is,  in  many  areas,  not  giv- 
ing as  good  service  as  it  should. 
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Social  Security  is  an  insurance  program.  As  you  have  pointed 
out,  the  money  comes  from  deductions  from  workers'  earnings,  em- 
ployer's matching  amounts  ,  and  the  self-employed.  These  contribu- 
tors deserve  service  that  is  at  least  comparable  to  private  insur- 
ance. You  do  not  have  to  spend  as  much,  but  you  have  to  give  as 
good  service.  And  I  would  like  to  emphasize  that  point. 

Now,  how  can  we  be  sure  this  will  happen?  Two  steps  would  help 
a  lot.  One,  would  be  to  take  the  administrative  budget  of  Social  Se- 
cm*ity  out  of  the  general  budget,  just  as  you  have  taken  the  pro- 
gram money  out  of  the  budget,  and  treat  the  administrative  money 
as  what  it  is:  A  specially  dedicated  amount  coming  from  workers' 
and  employer's  contributions. 

Then  a  lot  of  the  pressure  to  cut  administrative  funds  would  be 
relieved.  I  can  speak  from  some  experience  on  that.  We  had,  I  have 
to  say,  an  easier  time  in  the  appropriation  process  back  when  I  was 
Commissioner  than  other  agencies.  Because  cutting  Social  Security 
did  not  make  the  money  generally  available.  It  was  an  authoriza- 
tion to  spend  from  the  trust  fund  and  if  the  authorization  was  cut, 
the  money  stayed  in  the  Fund.  Cutting  did  not  make  it  easier  for 
the  rest  of  Grovernment.  Thus  we  had  an  easier  time  than  an  ap- 
propriation from  general  revenue. 

Senator  Moynihan.  Senator  Sasser,  as  Chairman  of  the  Budget 
Committee,  has  proposed  this.  I  certednly  support  the  idea.  This 
money  belongs  to  the  contributors. 

And  whatever  else,  the  decisions  about  resources  spent  on  run- 
ning Social  Security  should  not  be  driven  by  the  Budget  Director's 
desire  to  raise  or  lower  Federal  outlays,  generally. 

Mr.  Ball.  I  think  if  the  Congress  could  follow  through  on  that, 
it  would  make  a  tremendous  difference  in  the  long-range  confidence 
that  people  had  in  this  program,  as  well  as  a  reduction  of  waiting 
times. 

They  need  in  many  places,  better  Social  Security  offices,  and 
more  convenience  for  the  pubHc.  There  is  no  reason  to  run  this  pro- 
gram on  a  bargain  basement  approach.  The  relatively  tiny  amounts 
of  administrative  money  that  are  spent  just  ought  to  be  increased. 

Another  way  that  would  help  on  this — the  most  important  would 
be  to  get  it  out  of  the  general  budget — but,  in  addition,  making  the 
Social  Security  Administration  an  independent  agency  would  help. 

And  an  independent  agency  bill,  such  as  you  have  proposed  in 
the  past,  would  give  more  control  to  the  people  who  had  major  re- 
sponsibility for  the  well-being  and  running  of  this  program,  as 
against  saving  money,  which  0MB,  these  days,  seems  to  consider 
its  major  job. 

Senator  Moynihan.  Ed  Lopez,  who  was  formerly  of  the  SSA, 
hands  me  a  note  which  I  reahze  is  quite  right,  as  always.  Actually, 
we  intended  that  administrative  spending  be  off  budget  when  Sen- 
ator Heinz  and  I,  and  Senator  Rollings  took  the  trust  funds  off 
budget. 

But  guess  what?  The  Office  of  Management  and  Budget  inter- 
preted the  statute  otherwise.  They  will  not  let  go.  They  are  treating 
this  as  a  mode  of  saving  money  by  rimning  the  Social  Security  Ad- 
ministration badly,  if  need  be.  And  that  is  just  not  good. 
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Mr.  Ball.  Yes.  But  it  ought  to  be  possible,  next  time  around,  to 
write  the  language  in  three  different  ways  so  they  cannot  interpret 
it  diflFerently. 

Senator  Moynihan.  Now,  you  know  Dick  Darman,  and  I  know 
Dick  Darman. 

Senator  RiEGLE.  Fortunately,  you  are  no  Dick  Darman.  [Laugh- 
ter.] 

Mr.  Ball.  I  think  I  had  better  not  comment  on  that.  I  actually 
worked  very  well  with  Dick  back  when  he  was  in  HEW  with  Elliot 
Richardson. 

Senator  Moynihan.  Right. 

Mr.  Ball.  And  he  was  a  good  negotiating  partner.  Senator,  in 
the  1982-1983  negotiations  that  we  had. 

Senator  Moynihan.  He  could  not  have  been  more  prepared.  He 
understood  the  facts,  and  that  drove  the  process,  once  Bob  edu- 
cated some  of  our  colleagues. 

Mr.  Ball.  But,  on  this  issue,  I  do  not  think  his  interpretation 
ought  to  be  allowed  to  stand.  And  the  administrative  expenses 
ought  to  be  treated  like  the  progi'am  expenditures,  as  I  am  sure 
you  believe,  also,  I  do  think  it  is  terribly  important  that  in  addition 
to  the  transfer  of  some  of  the  OASI  rate  to  the  DI  rate,  that  great 
attention  be  paid  to  a  continuation  of  very  careful  adjudication  and 
the  continuation  of  the  review  of  people  who  are  on  the  rolls. 

We  cannot  afford  a  repeat  of  what  nappened  in  the  1970s — a  feel- 
ing that  adjudication  was  to  lax — and  tnen  a  backlash  in  the  1980s 
when  just  thousands  and  thousands  of  people  were  taken  off  the 
rolls  and  then  had  to  be  restored  to  the  rolls  on  appeal  after  a  long 
period  of  suflFering  on  their  part. 

But  the  first  cause  was  trie  concern  that  many  people  had  about 
the  increase  in  the  rates  of  incidence  in  the  1970s.  And  it  should 
be  kept  in  mind  that  it  is  much  easier  to  make  an  allowance  than 
a  disallowance.  The  present  large  backlogs  may  lead  to  lax  adju- 
dication. 

In  running  a  disability  program,  you  spend  less  time  and  less 
money  to  allow  a  case  than  to  disallow  it.  And  the  huge  pressures 
from  an  800,000  backlog — and  with  the  idea  of  it  going  up  much 
higher — is  to  get  the  cases  out. 

Although  I  do  not  know  yet  that  there  has  been  a  major  deterio- 
ration in  initial  adjudication,  already  they  have  greatly  reduced  the 
continuing  disability  reviews.  That  is  terrible.  And  the  pressure 
will  be,  if  it  has  not  occurred  already,  to  become  somewhat  less 
careful  about  initial  adjudication. 

So,  I  find  all  of  these  administrative  matters  extremely  impor- 
tant—-in  addition  to  switching  over  some  of  the  OASI  rate  to  DI. 

Mr.  Chairman,  those  are  the  main  points  that  I  wanted  to  make. 

Senator  Moynihan.  And  very  vigorously  stated,  as  usual. 

[The  prepared  statement  of  Mr.  Ball  appears  in  the  appendix.] 

The  Chairman.  Sir. 

STATEMENT  OF  ROBERT  J.  MYERS,  CHIEF  ACTUARY,  SOCIAL 
SECURITY  ADMINISTRATION  (1947-1970),  SILVER  SPRING,  MD 

Mr.  Myers.  Thank  you,  Mr.  Chairman. 

Over  the  many  years  that  I  have  been  associated  with  the  Social 
Security  program,  I  have  always  been  proud  of  the  Social  Security 
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Administration  for  its  philosophy  as  to  payment  of  benefits  and 
treatment  of  beneficiaries. 

The  staff  has  always — the  present  staff,  too,  and  particularly  the 
present  Commissioner — been  very  diligent  and  very  caring  tliis 
way.  But  the  difficulty  is  that  the  Social  Security  Administration 
does  not  have  enough  money  for  administrative  expenses.  That  is 
to  put  it  bluntly. 

I  think  that  the  Social  Security  Administration  has  always  had 
the  belief  that  it  should  search  out  people  who  are  due  benefits  if 
it  knows  them.  And  this  is  like  any  good  insurance  company  does. 
If  it  knows  that  benefits  are  payable  to  people,  it  is  only  too  glad 
to  pay  them.  It  is  not  trying  to  keep  money  away  from  them. 

And,  in  the  same  way,  the  Social  Security  Administration  oper- 
ates always  with  the  intention  that  it  should  help  beneficiaries  per- 
fect claims;  not  try  to  find  ways  not  to  pay  them,  but  rather  to  try 
to  find  ways  to  pay  them  when  people  are  justly  entitled  to  them. 

As  has  been  pointed  out  several  times  by  preceding  witnesses, 
the  administrative  expenses  of  the  Social  Security  program,  both 
relative  to  benefit  outgo  or  to  contribution  income,  have  been  very 
low  over  the  years. 

In  fact,  they  are  probably  too  low  at  present  to  provide  satisfac- 
tory service  to  the  beneficiaries  and  to  have  proper  claims  control. 
This  is  particularly  so  with  regard  to  disability  benefits,  both  as  to 
initial  determinations  and  as  to  continuing  disability  reviews. 

At  the  end  of  my  statement,  I  have  attached  a  reprint  of  a  paper 
that  I  have  just  recently  had  pubhshed,  studying  the  administra- 
tive expenses  of  both  the  Social  Security  and  Medicare  programs 
over  the  years. 

Senator  Moynihan.  Oh,  yes.  "Can  the  Government  Operate  Pro- 
grams Efficiently  and  Inexpensively?"  Yes. 

Mr.  Myers.  Yes.  That  is  the  title  of  my  paper.  And  my  conclusion 
is,  *Tes,  it  can."  And  the  figures  back  it  up. 

I  think  that  if  you  ask  somebody  who  did  not  know  too  much 
about  the  Social  Security  program  how  much  of  the  money  went  for 
administrative  expenses,  you  would  get  a  surprisingly  high  answer. 
Many  people  would  say  15-20  percent,  or  even  more. 

I  think  that  part  of  the  lack  of  confidence  which  has  been  so  well 
pointed  out  arises  from  the  fact  that  many  people  think  so  much 
of  the  money  is  being  used  for  government  waste  and  inefficiency, 
whereas  the  administrative  expenses  are  less  than  1  percent  for 
OASDI,  and  for  Medicare  they  are  not  too  much  higher. 

I  am  not  trying  to  say  that,  because  insurance  companies  have 
higher  administrative  expenses  than  Social  Security,  they  are  not 
being  operated  properly.  It  is  just  a  different  type  of  operation. 

Individual  insurance  has  much  higher  administrative  expense  ra- 
tios because  of  all  the  necessary  costs  involved  in  dealing  on  a  one- 
to-one  basis.  Group  insurances  that  are  run  by  insurance  compa- 
nies have  fairly  low  administrative  expense  ratios,  too. 

Some  years  ago,  a  study  was  made  by  a  group  of  people  from  pri- 
vate business  as  to  the  operations  of  the  Social  Security  Adminis- 
tration, and  it  came  forth  with  the  conclusion,  "SSA  was  being  op- 
erated quite  efficiently,  and  on  a  par,  as  far  as  efficiency  is  con- 
cerned, with  what  the  private  insurance  industry  was  doing." 
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Having  administrative  expenses  that  are  too  low  can  cut  both 
ways.  Sometimes,  people  who  should  be  getting  disability  benefits 
either  get  them  very  much  later  than  they  should,  or  they  get  de- 
nied, or  people  get  poor  service. 

On  the  other  hand,  as  Mr.  Ball  suggests,  it  is  quite  possible  that 
some  disabiHty  claims  are  approved  that  should  not  be,  because  it 
is  easier  to  approve  a  claim  than  to  disallow  it  and  then  have  to 
give  all  the  reasons  why. 

In  a  sense,  as  Mr.  Delfico  said,  it  is  a  question  of  being  penny- 
wise  and  pound  foolish.  If  a  little  more  is  paid  for  administration, 
far  more  in  benefit  costs  which  should  not  properly  have  been  paid 
would  be  saved. 

What  are  possible  solutions  to  this  problem  with  the  DI  system? 
The  most  obvious  one  is  that  there  should  be  more  administrative- 
expense  funds.  I  think  that  there  should  be  a  very  considerable 
amount  more — something  on  the  order  of  50  percent  more. 

Senator  MoYNiHAN.  Which  is  what  the  GAO  just  came  and  told 
us. 

Mr.  Myers.  Yes. 

Senator  MoYNiHAN.  Tliey  do  not  come  and  tell  us  to  spend  more 
money  routinely.  They  are  very  careful  on  that.  Yes. 

Senator  RiEGLE.  Excuse  me,  if  you  will.  They  gave  one  citation 
of  the  fact  that,  in  terms  of  the  reviews,  for  every  dollar  they  spend 
they  save  $4. 

Senator  MOYNIHAN.  Yes. 

Senator  RiEGLE.  So,  I  mean,  that  is  to  find  claims  that  are  not 
valid  ones.  But  the  fact  of  the  matter  is,  you  could  make  money  by 
spending  money.  I  mean,  you  could  make  more  money  than  you 
spend. 

Mr.  Myers.  Yes.  I  certainly  agree  that  is  being  penny-wise  and 
pound-foolish. 

Another  possible  solution  to  help  beneficiaries  who  have  to  wait 
so  long  to  get  benefits  when  they  rightly  deserve  them  is  to  begin 
benefit  payments  afi;er  6  months  following  the  adequate  fifing  of  a 
claim.  Thus,  there  would  be  "a  sword  hanging  over  the  head"  of  the 
Social  Security  Administration  to  get  these  claims  out  in  a  timely 
manner,  because  thev  are  going  to  have  to  pay  them  anyhov^. 

Another  solution  tnat  I  have — ^and  I  will  not  go  into  detail — ^is  to 
simphfy  the  claims  process.  I  think  that  there  are  too  many  layers 
of  review  and  appeal. 

I  have  great  faith  and  trust  in  Federal  civil  servants.  If  there  are 
enough  of  them,  and  they  are  adequately  trained,  they  will  do  an 
impartial  job  with  the  beneficiaries.  They  will  try  to  help  them 
prove  that  they  are  disabled,  if  they  really  are.  On  the  other  hand, 
they  will  look  through  any  ruses  that  are  done  to  get  people  on  the 
rolls. 

One  other  step  which  I  would  take  in  this  direction  is  to  prohibit 
disability  lawyers.  These  are  people  who  advertise  in  the  news- 
papers and  TV  that  they  will  get  disability  claims  approved  for  ap- 
plicants. I  think  that  they  really  clog  up  the  system. 

The  manner  in  which  they  are  recompensed  is  that  the  longer 
that  the  person  waits,  the  more  money  is  there  for  the  lawyers,  be- 
cause their  payment  is  based  on  the  retroactive  lump  sum.  So,  if 
a  claim  goes  through  quickly,  they  do  not  get  paid  very  well. 


42 


At  the  same  time,  too,  I  think  that  some  disability  lawyers  may 
well  coach  people  to  give  the  "right"  answers  to  get  the  claim  ap- 
proved, even  though  they  may  be  false. 

I  think  that  disability  lawyers  should  not  be  allowed  within  the 
disability  claims  process.  The  only  time  when  they  should  enter  in 
is  if  a  case  gets  to  a  Federal  court. 

Senator  Moynthan.  Can  I  just  ask,  is  that  possible,  administra- 
tively? Can  we  say  to  a  person  that  you  may  not  bring  an  attorney? 
How  do  you  keep  the  lawyers  out  of  anything,  much  less  this? 
[Laughter] 

Mr.  Myers.  I  believe  that  it  can  be  done.  I  realize  that  some  pub- 
lic-advocacy people  will  criticize  me  and  say,  'These  people  need 
help  and  they  should  be  able  to  have  lawyers  get  their  claims  ap- 
proved." 

Senator  Moynihan.  Stanford  Ross,  of  Arnold  &  Porter,  which 
does  not  do  much  disability  insurance,  he  is  visibly  nervous  over 
there,  Bob.  [Laughter] 

They  do  not  have  many  claims  in  their  firm. 

Mr.  Myers.  I  just  have  such  great  faith  and  trust  in  the  Federal 
civil  servants  that  they  will  do  an  impartial  job  and  that  it  is  not 
a  case  of  antagonism,  or  that  the  one  side  should  be  represented 
because  the  Federal  and  State  bureaucrats  are  trying  to  turn  them 
down.  I  think  that  the  Federal  and  State  bureaucrats  will  try  to 
help  people,  and  they  should  help  people. 

I  think  that,  certainly,  a  number  of  steps  could  be  taken  to  curb 
these  so-called  disability  lawyers  who  take  such  a  large  proportion 
of  the  retroactive  benefits,  and  whose  actions  very  much  lengthen 
the  time  that  it  takes  to  adjudicate  claims  by  bringing  evidence  in 
later  and  later  so  as  to  increase  their  compensation.  I  think  that 
problem  can  be  handled. 

Senator  Moynihan.  It  certainly  can  be  inquired  into. 

Mr.  Myers.  As  some  of  the  previous  witnesses  said.  Section  709 
was  invoked  by  the  Board  of  Trustees.  I  think  that  there  is  a  tech- 
nical weakness  in  this  provision,  as  Mr.  Ross  said,  namely  that 
there  is  no  time  limit  as  to  when  the  20-percent  limit  is  breached, 
and  reporting  to  the  Congress  is  required  fi*om  the  Board. 

The  provision  merely  says  that  if,  the  20-percent  fund  ratio  will 
be  breached  at  some  time  in  the  future,  then  there  should  be  a  re- 
port. But  it  does  not  say  within  what  period. 

The  Board  of  Trustees  has  said  that  it  really  means  within  10 
years.  I  think  that  would  be  a  reasonable  procedure. 

I  suggest  that,  at  some  point,  the  law  snould  be  changed  to  have 
it  say  what  the  Board  of  Trustees  is  doing,  rather  than  to  have  this 
open-ended  basis. 

In  my  view — and  I  agree  with  Mr.  Ball — action  to  reallocate  the 
OASDI  tax  rate  so  that  the  DI  Trust  Fund  receives  a  larger  por- 
tion, ought  to  be  taken  right  away.  I  do  not  see  any  need  to  wait 
until  next  year.  It  is  clear  that  the  DI  allocation  rate  should  be 
higher.  However,  I  would  not  allocate  it  quite  as  large  as  some 
have  recommended. 

I  would  do  the  simple  thing  of  changing  the  present  0.6  percent 
rate  to  the  ultimate  rate  of  0.71  percent  which  will  apply  under 
present  law  in  2000  and  after.  It  is  a  very  simple  legislative 
change,  and,  certainly,  that  much  will  be  needed. 
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Whether  more  will  be  needed  depends  upon  whether  the  Disabil- 
ity Benefits  program  will  be  straightened  out,  as  I  think  it  should 
be.  If  the  present  high  experience  continues,  then  a  larger  alloca- 
tion will  be  necessary. 

But,  if  the  present  unfavorable  experience  is  due  to  administra- 
tive reasons,  then  it  is  a  different  matter.  In  any  event,  I  would 
just  do  it  a  step  at  a  time  and  move  the  present  ultimate  rate  up 
to  the  present  year.  It  is  quite  feasible  to  do  that  if  it  were  legis- 
lated this  year,  because  this  has  been  done  in  the  past — namely, 
legislation  in  the  year  providing  for  reallocation  effective  back  to 
January. 

Actually,  Section  709  should  have  been  invoked  earlier  by  the 
Board  of  Trustees  because  both  OASI  and  DI  Trust  Funds  have 
failed  to  meet  the  20-percent  requirement  for  several  years,  when 
one  looks  many  years  into  the  future. 

I  think  that  the  solution  to  this  problem  is  to  revise  the  financing 
to  a  responsible  pay-as-you-go  basis,  as  you  have  proposed,  Mr. 
Chairman.  Then,  Section  709  would  be  satisfied. 

At  the  same  time,  I  think  that  public  confidence  would  be  greatly 
increased,  because  there  have  been  critics  of  the  Social  Security 
system,  such  as  a  recent  past  Commissioner  of  Social  Security,  who 
have  said  that  Social  Security  is  a  ticking  time  bomb,  and  that  in 
the  next  century,  the  retirement  checks  for  millions  of  Americans 
will  not  be  there.  That  statement  would  no  longer  be  valid  if  we 
had  a  responsible  pay-as-you-go  financing  basis,  as  you  have  pro- 
posed, Mr.  Chairman.  Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Myers  appears  in  the  appendix.] 

Senator  Moynihan.  Well,  that  is  my  kind  of  elder.  It  is  very  im- 
portant when  the  two  of  you  come  before  us  with  your  experience 
and  say,  if  need  be,  spend  more  money  on  administration  to  get  it 
right. 

Particularly  when  you  have  a  backlog  of  a  million  cases  and 
things  hke  that,  get  it  out  of  the  way.  These  are  trust  fund  monies. 
And  it  is  one  thing  to  have  a  very  lean  administration;  it  is  another 
thing  to  have  one  that  is  anemic,  and  there  you  are. 

Can  I  ask  you,  this  whole  question  of  the  time  bomb  ticking 
away,  that  is  from  a  Commissioner,  and  it  is  not  so.  And  the  dif- 
ficulty we,  as  a  people,  have  in  understanding  Social  Security  is 
important  to  me  in  trying  to  imderstand  our  country  right  now. 

I  have  been  wanting  to  ask  you,  and  we  have  this  opportunity 
and  it  does  not  come  that  often.  In  1977,  in  the  Social  Security 
amendments  of  that  year — and  I  was  then  on  the  committee  way 
down  there — but  I  was  a  member  of  the  committee  of  conference 
between  the  House  and  the  Senate.  We  moved  to  a  partially-funded 
system. 

As  I  recall,  in  1972,  the  two  of  you  had  us  put  in  place  a  very 
sharp  increase  out  in  the  year  2011  when  the  baby  boom  would 
begin  to  retire.  And  that  was  good  actuarial,  75-year  kind  of  think- 
ing. 

But  then,  in  1977,  we  moved  that  2011  rate  up  to  1990,  and  it 
is  now  in  effect,  which  meant  we  went  to  a  partially-funded  system. 
But  did  you  tell  anybody  at  the  time?  Because  I  want  to  be  very 
clear,  I  signed  those  papers  and  it  did  not  sink  in  what  we  had 
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done.  Mind  you,  it  would  not  have  come  about  for  another  14  years, 
or  so. 

But  here  we  are  with  this  surplus  that  no  one  ever  expected,  half 
the  people  do  not  believe.  And  persons  such  as  Bob  Myers  and  I 
think  really  gives  us  more  trouble  and  puts  in  jeopardy  the  integ- 
rity of  the  funds  because  they  are  not  being  used  as  a  reserve.  Bob 
Ball. 

Mr.  Ball.  Mr.  Chairman  

Senator  Moynihan.  Are  you  the  one  who  did  it?  Somebody  did. 
Who  did? 

Mr.  Ball.  Mr.  Chairman,  could  I  back  up  a  Httle  for  an  historical 
comment  on  this? 

Senator  MoYNiHAN.  Would  you,  please?  Yes.  Yes. 

Mr.  Ball.  Social  Security  has,  as  an  institution,  been  somewhat 
ambivalent  on  this  pay-as-you-go  versus  partial  reserve  financing 
from  way  back,  even  before  1972. 

And  what  I  mean  by  that  is  that  there  were  always  contribution 
rates  in  the  law,  that,  if  they  had  been  allowed  to  go  into  effect, 
would  have  produced  partial  reserve  financing. 

But,  in  practice,  every  time  the  Congress  came  up  to  an  increase 
that  would  have  produced  large  surpluses,  the  inci'eases  were  post- 
poned. 

So  that  for  years  we  had  a  real  dichotomy — you  had  actuarial 'es- 
timates and  a  law  which  were  on  a  sort  of  partial  reserve  principal 
but,  in  practice,  we  operated  on  a  pay-as-you-go  basis  because  the 
rates  were  always  postponed  if  they  were  expected  to  produce  large 
reserves. 

Senator  Moynihan.  Yes.  And  in  1972,  the  advisory  coimcil  said, 
go  on  a  pay-as-you-go  basis. 

Mr.  Ball.  Yes.  They  said,  let  us  be  fi*ank  about  it. 

Senator  Moynihan.  And  5  years  later,  in  a  fit  of  absent-minded- 
ness, we  did  just  the  opposite. 

Mr.  Ball.  Well  I  will  take  responsibility  for  that  2011  rate  in  the 
1972  amendments.  It  was  what  I  called  a  balancing  rate  to  show 
that  the  system  was  adequately  financed  over  a  75-year  period, 
even  though  we  were  on  a  pay-as-you-go  basis.  We  wanted  to  be 
able  to  say  that  for  75  years,  the  system  was  soundly  financed. 

Senator  Moynihan.  Yes.  Yes. 

Mr.  Ball.  So,  we  put  in  a  2011  rate  that  we  did  not  expect  to 
be  implemented  as  a  single  rate  increase  in  2011,  but  rather  when 
you  got  to  2011  to  space  it  out  and  have  a  continuation  of  pay-as- 
you-go. 

Well,  in  1977,  with  that  rate  already  in  the  law  and  increased 
costs  to  be  met — ^both  short-term  and  long-term — ^it  was  an  easy  de- 
vice for  meeting  part  of  the  shortfall  to  take  that  2011  rate  and 
move  it  up  to  1990.  I  do  not  believe  that  it  was  a  commitment  to 
change  from  a  pay-as-you-go  basis  to  a  reserve  basis.  I  think  that 
was  a  

Senator  Moynihan.  I  see.  We  did  not  think  of  it  in  that  way  and 
we  had  the  prospect  of  slicing  those  increases  out  after  that  point. 

Mr.  Ball.  And  you  could  have  done  it  in  1990,  too.  I  just  do  not 
think  the  Congress  or  the  Executive  Branch  gave  serious  consider- 
ation to  the  pros  and  cons  at  that  point  between  partial  reserve  fi- 
nancing and  pay-as-you-go. 
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It  was  rather,  how  do  you  get  a  financing  system  that  you  can 
say,  with  the  least  possible  change,  "Now  we  have  adequate  financ- 
ing." 

I  might  point  out  that  the  1977  financing  was  not  for  75  years, 
incidentally.  It  was  the  first  time — maybe  the  only  time — that  de- 
liberately the  program  was  balanced  only  for  50  years  instead  of 
75. 

So,  we  had  a  hang  over  of  about  1.8  percent  of  unfimded  liability 
for  the  whole  75  years.  And,  looking  at  just  the  last  25  years,  that 
translate  into  a  considerably  larger  deficit  of  about  4.4  percent. 

Senator  Moynihan.  Out  problem  is,  and  you  two  gentlemen  have 
worked  so  wonderfully  with  it  for  so  long,  Social  Security  thinks  in 
terms  of  50  years,  75  years,  and  you  sit  about  and  make  very 
thoughtful  decisions.  You  were  Commissioner  in  1972,  were  you 
not? 

Mr.  Ball.  Yes. 

Senator  Moynihan.  In  1972,  vou  said,  I  want  to  have  an  increase 
in  the  year  2011.  And  that  is  tne  time  perspective  you  all  bring  to 
this  work. 

And  you  deal  with  the  political  world  which  can  not  think  past 
next  November,  period.  And  if  you  just  get  through  5  years,  or  3 
years,  or  25  months,  it  will  serve  the  purpose  of  the  time  perspec- 
tive of  the  election  cycle. 

Bob,  do  you  want  to  tell  us  what  we  did  in  1972?  You  two  are 
the  institutional  memory,  here. 

Mr.  Myers.  Yes.  I  agree,  on  the  whole,  with  what  Mr.  Ball  said. 
But  I  can  augment  it  a  little. 

Senator  Moynihan.  Yes. 

Mr.  Myers.  The  way  that  I  view  the  situation,  what  was  done 
in  1972  and  in  legislation  several  times  before  1977,  where  there 
were  slight  changes,  was  essentially  to  have  pay-as-you-go  financ- 
ing. This  was  indicated  by  providing  a  level  tax  rate  up  through 
2010,  and  then  having  an  increase  in  2011. 

Then  the  1977  Act  moved  up  the  increase  in  2011  to  1990.  I 
think  that  this  was  done  without  realizing  exactly  what  was  being 
done  as  to  the  underlying  financing  basis.  But  it  was  certainly  par- 
tially necessary. 

As  Mr.  Ball  said,  the  1977  legislation,  for  the  first  time  in  his- 
tory, did  not  handle  the  entire  existing  long-range  deficit.  But,  I  am 
very  happy  to  tell  you  that  the  Senate  bill  did  so.  The  Senate  bill 
was  not  accepted  by  the  House.  Rather,  the  final  legislation  was 
very  much  hke  the  House  bill. 

In  the  Senate  bill  in  1977,  the  pay-as-you-go  approach  was  recog- 
nized because  the  tax  rate  stepped  up  over  future  periods  of  years, 
not  just  in  1990.  There  was  another  small  increase  in  1995,  an- 
other one  in  2001,  and  then  still  another  one  in  2011. 

The  year  2011  is  very  important,  because  that  is  when  the  baby 
boomers  begin  to  reach  retirement  age,  and  the  higher  costs  in- 
volved occur.  And,  so,  I  think  that  the  pay-as-you-go  concept  was 
still  largely  contained  in  the  Senate  bill  in  1977. 

I  happen  to  have  with  me  two  tables  that  show  these  tax  rates. 

Senator  Moynihan.  Could  we  put  them  in  the  record? 

Mr.  Myers.  I  would  be  very  appreciative  if  you  would  put  them 
in  the  record. 
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Senator  MoYNiHAN.  No,  we  would  be  very  appreciative.  Because 
Gaylord  Nelson,  Senator  Nelson,  of  Wisconsin,  was  the  chairman 
and  manager  of  the  legislation.  And,  as  I  say,  here,  I  am  glad  my 
memory  has  not  completely  lost,  but  I  do  not  ever  remember  us 
doing  this.  We  did  not.  In  conference,  that  is  the  way  it  came  out. 
It  never  really  sunk  in.  But  I  thank  you  for  these,  as  always. 

[The  infonnation  follows:] 

Table  1.-0ASDI  COMBINED  EMPLOYER-EMPLOYEE  TAX  RATES  ACCORDING  TO 

VARIOUS  LAWS 


1871 


1971 


1973 


1977* 


1980 


1971   

1972   

1973   

1974-75 
1976-77 

1978   

1979-80 

1981   

1982-«3 

1984   

1985-87 


1990-2010  . 
2011  &atter 


9.2% 
10.0 
10.0 
10.0 
10,3 
10.3 
10.3 
10.3 
10.3 
10.3 
10.3 
10.3 
10.3 
10.3 


9.7% 
9.7 


9.6 


9.6 


9.6 
11.7 


9.9% 
9.9 
9.9 
9.9 
9.9 
9.9 
9.9 
9.9 
9.9 
9.9 
11.9 


10.1% 

10.16 

10.7 

10.8 

10.8 

11.4 

11.4 

12.4 

12.4 


10.7% 

10.8 

10.8 

11.4 

11.4 

12.4 

12.4 


11. 40%  3 

11.4 

12.12 

12.4 

12.4 


1  These  data  are  for  the  legislation  enacted  on  October  30,  1972,  which  as  to  the  lax-rate  schedule  over-rode  the  legislation  enacted 

on  July  1,  197Z 

2  Legislation  in  1980  changed  the  allocation  iMtween  OASI  and  Dl,  but  not  the  total  rate. 

'Tills  Is  the  total  rate  received  by  the  trust  funds,  but  0.3%  came  from  general  revenues  (S.7%  from  employere  and  5.4%  from 

•  8). 


Table  2.-0ASDI  COMBINED  EMPLOYER-EMPLOYEE  TAX  RATES  UNDER  VARIOUS 
VERSIONS  OF  1977  AMENDMENTS  AND  UNDER  PREVIOUS  LAW 


1977 


House  bn 


Senate  bll 


1977   

1978   

1979-80   

1981   

1982-84   

1985-89   

1990-94   

1995-2000   

2001-2010   

2011  and  after 


9.9% 

9.9 

9.9 


9.9 
9.9 
9.9 
11.9 


10.1% 

10.1 

10.5 

10.7 

11.3 

12.4 

12.4 

12.4 

12.4 


10.1% 

10.17 

10.7 

10.8 

11.4 

12.3 

13.4 

14.6 

15.6 


10.1% 

10.16 

10.7 

10.8 

11.4 

12.4 

12.4 

12.4 

12.4 


(1)  The  final  law  In  1977  (and  the  House  bRI  too)  shiftod  away  from  the  pay-as-you-go  funding  basis  under  the  previous  law,  by 
moving  the  ufthnats  lax  rats  up  from  2011  to  1990,  with  the  result  that  large  fund  balances  would  be  accumulated  after  the  1980s  (but 
would  eventualy  be  drawn  dovm  to  exhaustion). 

(2)  At  the  same  time,  the  final  law  (and  the  House  bll  too)— for  the  first  Bms  In  the  history  of  the  program  as  to  legislattan  at  the 
time  of  enactment— left  the  system  with  a  sIgnKlcant  lack  of  actuarial  balance. 

(3)  The  Senate  bill  would  have  restored  the  system  to  bng-range  actuarial  balance. 

(4)  The  tax  rates  In  the  House  and  Senate  bllb  were  quite  similar  for  1978-94. 

Senator  MoYNiHAN.  So,  you  basically  would  agree  with  Bob  Ball 
that  it  was  not  so  much  as  a  decision  to  move  from  one  mode  of 
financing  to  another,  as  the  de  facto  consequence  of  what  hap- 
pened. 
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Mr.  Myers.  Yes.  I  certainly  would  agree.  In  addition,  I  think  that 
there  is  the  important  fact  that  the  1977  Senate  bill  really  did  con- 
tinue to  reflect  the  pay-as-you-go  financing  philosophy. 

Senator  MoYNlHAN.  Yes.  That  is  hugely  important.  Well,  we  have 
kept  you.  You  have  been  here  faithfully  all  morning,  as  you  have 
been  for  a  half  century. 

I  would  like  to  have  the  record  show  that  Bob  Myers  has  slipped 
yet  another  two  actuarial  and  tax  rate  tables  to  Bob  Ball.  All  is 
right,  all  is  well  in  the  world,  and  God  is  in  His  heaven.  We  thank 
you  very  much  for  this  testimony. 

Mr.  Ball.  Mr.  Chairman,  could  I  make  one  other  statement? 

Senator  Moynihan.  Please.  Yes,  sir. 

Mr.  Ball.  And  that  is,  I  may  have  become  associated  in  some 
people's  minds  with  the  idea  of  maintaining  a  partial  reserve  fi- 
nancing in  present  law  as  against  pay-as-you-go.  But  I  have  never 
really  taken  that  view. 

Senator  Moynihan.  Yes. 

Mr.  Ball.  It  has  always  seemed  to  me  that  you  could  do  it  either 
way;  that  pay-as-you-go  has  worked  right  along  in  practice,  and  it 
is  a  perfectly  valid  way  to  finance  this  system. 

There  are  arguments  for  partial  reserve  financing  if  you  believe 
that  the  country  would  actually  pay  high  enough  taxes  to  come  to- 
ward a  fairly  close  balance  in  the  budget  while  maintaining  present 
Social  Security  contribution  levels  and  meeting  other  essential 
needs.  Then  it  would  be  true  that  building  a  reserve  on  Social  Se- 
curity would  do  some  good,  and  actually  increase  savings. 

Senator  Moynihan.  There  would  be  true  savings. 

Mr.  Ball.  Right.  So,  you  could  do  it  either  way. 

Senator  Moynihan.  Yes. 

Mr.  Ball.  But  I  am  pretty  much  convinced  that  the  practical  sit- 
uation now  is  for  OASDI  to  be  put  more  or  less  on  a  pay-as-you- 
go  basis. 

And  the  only  difference  that  I  would  have  with  your  previous 
proposal  is  not  on  the  pay-as-you-go  issue,  but  that  instead  of  re- 
ducing the  total  overall  contribution  rate,  I  would  like  to  see  the 
excess  rate  that  arises  after  you  have  gone  on  pay-as-you-go  in 
OASDI  used  to  strengthen  our  health  insurance  system. 

Senator  Moynihan.  Yes.  Sure.  A  perfectly  clear  position.  Can  I 
just  say  that  something  does  bother  me  in  the  poHtical  winds  that 
are  blowing. 

The  number  of  new  tax  proposals  that  are  about,  flat  tax,  and 
so  forth,  which  would  abolish  the  payroll  contribution,  it  seems  to 
me — and  people  are  doing  tliis  with  no  sense  that  they  have  any- 
thing to  explain  why  we  need  that. 

It  is  regressing.  It  is  over  on  the  liberal  end  of  the  spectrum  now, 
Mr.  Ball.  Seventy-one  percent  of  American  families  pay  more  in  So- 
cial Security  contributions  than  in  income  tax. 

And  it  is  now  being  held  that  we  are  financing  our  government 
through  this  regressive  system.  There  is  nothing  regressive  about 
an  insurance  contribution  that  you  pay.  It  is  a  contribution.  But  it 
is  regressive  as  a  form  of  general  revenue.  I  think  we  all  agree  on 
that. 
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I  would  not  want  to  have  us  look  up  1  day  and  find  that  there 
is  a  balanced  the  budget  amendment,  and  a  cap  on  entitlements, 
and  a  flat  tax. 

And  the  next  thing  you  know,  the  whole  notion  of  a  contributory 
pension  insurance  system  has  just  disappeared.  Does  it  not?  I 
mean,  once  you  do  not  have  FDR's  name  and  number  on  your 
money,  it  becomes  welfare.  That  is  what  it  is. 

Mr.  Ball.  Absolutely. 

Mr.  Myers.  Mr.  Chairman. 

Senator  MoYNiHAN.  Sir. 

Mr.  Myers.  May  I  just  add  one  other  thing.  This  is  with  ref- 
erence to  the  71  percent  figures  that  you  quoted  about  the  propor- 
tion of  people  who  pay  more  in  Social  Security  taxes  than  in  in- 
come taxes. 

Senator  Moynihan.  Yes. 

Mr.  Myers. This  statement  is  true,  when  the  combined  employer/ 
employee  tax  is  considered.  From  the  standpoint  of  economists, 
they  usually  say  that  the  employer  tax  really  comes  fi*om  the  em- 
ployee. 

Senator  Moynihan.  Employee.  Yes. 

Mr.  Myers.  However,  I  think  that  many  of  the  general  public 
just  look  at  the  Social  Security  tax  that  they  are  paying  them- 
selves. On  that  basis,  only  around  35-40  percent  pay  more  Social 
Security  tax  than  income  tax. 

Senator  Moynihan.  I  am  sure  you  are  right.  You  are  always 
right. 

Mr.  Myers.  The  difficulty,  fi*om  an  economist's  standpoint  in  the 
area  of  macroeconomics,  is  that  it  is  true  that,  in  the  aggregate,  the 
employer  tax  is  paid  for  by  employees.  But  I  would  argue  it  is  not 
paid  for  by  each  employee  separately,  but  rather  in  the  aggregate. 

Senator  Moynihan.  You  do  not.  Yes. 

Mr.  Myers.  If  Social  Security  were  abolished,  it  is  not  certain 
that  every  employer  would  give  each  employee  that  additional 
amount  of  money.  Rather,  the  employer  would  probably  set  up  a 
pension  plan  that  would  give  more  money  to  some  of  the  employees 
than  to  others. 

Senator  Moynihan.  Sure. 

Mr.  Myers.  So,  it  is  a  very  tricky  sort  of  economic  figure. 

Mr.  Ball.  Sometimes  Mr.  Chairman,  part  of  the  misunderstand- 
ing derives  fi-om  the  shorthand  of  using  the  phrase  "payroll  taxes." 

Senator  Moynihan.  I  am  about  to  raise  this  subject.  I  was  pay- 
ing my  income  tax  about  3  weeks  ago  and  I  was  looking  here  at 
my  income  tax  return.  And  I  had  my  W-2  form  and  it  says  there, 
there  are  three  hnes,  "Federal  Income  Tax  Withheld,  Social  Secu- 
rity Tax  Withheld,  Medicare  Tax  Withheld." 

Mr.  Ball.  Yes. 

Senator  Moynihan.  And  I  just,  on  an  impulse,  called  the  Com- 
missioner of  Internal  Revenue.  She  was  getting  a  lot  of  friendly 
calls  that  day.  Here  is  another  irate  taxpayer.  I  said,  is  that  prop- 
erly described  as  a  tax?  It  says,  the  Federal  Insurance  Contribu- 
tions Act. 

And,  in  a  perfectly  nice  conversation,  as  you  would  expect  with 
our  Commissioner,  she  said,  well,  you  know,  that  is  a  fair  question. 
Let  me  think  about  that.  Would  you  have  any  views?  While  it  is 
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being  called  a  tax,  you  sort  of  forego  taxes.  It  is  not  yours  anymore, 
as  against  Federal  insurance  contributions.  Well,  yes,  you  are  pay- 
ing. Any  thoughts,  wise  men? 

Mr.  Ball.  They  are  really  deductions  from  workers*  earnings  for 
a  dedicated  purpose. 

Senator  MOYNIHAN.  Yes.  Now,  that  is  not  a  tax. 

Mr.  Ball.  I  was  not  so  much  arguing  about  whether  to  name  it 
a  tax.  But  the  confusion  that  arise  from  calling  it  a  pa3rroll  tax; 
workers  do  not  have  payrolls.  That  is  just  shorthand  for  a  com- 
bined employer-employee  contribution. 

Senator  Moynihan.  Sure. 

Mr.  Ball.  For  us  to  call  it  a  payroll  tax  all  the  time  obscures  

Senator  Moynihan.  But  that  is  a  usage,  a  convenient  shorthand 
usage. 

Mr.  Bai.l  [continuing].  Yes.  But  it  obscures  the  fact  that  it  is  a 
deduction  from  workers'  earnings.  Because  they  do  not  have  pay- 
rolls. 

Senator  Moynihan.  Yes. 

Mr.  Ball.  So,  even  if  it  is  going  to  be  called  a  tax,  it  ought  to 
be  called  the  kind  of  tax  that  workers  pay,  not  a  payroll  tax. 

Senator  Moynihan.  Not  a  payroll  tax.  Bob,  do  you  have  an)rthing 
to  add? 

Mr.  Myers.  I  would  agree  with  both  of  you  on  that  point.  These 
are  really  contributions  for  a  social  insurance  program. 
Senator  Moynihan.  Yes. 

Mr.  Myers.  Technicallv,  they  are  taxes  because  they  are  in  the 
Internal  Revenue  Code,  but  they  are  a  different  kind  of  tax  than 
an  income  tax. 

Senator  Moynihan.  We  could  say  Social  Security  contribution 
withheld. 
Mr.  Myers.  Yes. 

Senator  Moynihan.  You  know  why  we  are  in  the  Tax  Code,  do 
you  not?  Just  for  the  record,  you  are  a  great  friend,  Bob,  of  Frances 
Perkins,  in  1935,  when  the  issue  of  how  would  you  ever  get  this 
legislation  through. 

The  Supreme  Court  was  finding  all  these  things  unconstitu- 
tional. A  member  of  the  Supreme  Court — I  do  not  know  if  they  do 
that  anymore,  but  people  would  do  anything  for  Frances  Perkins. 
I  would,  certainly. 

They  heard  about  it  and  said,  the  taxing  power,  my  dear.  That 
is  what  you  need,  the  taxing  power.  So,  instead  of  this  coming  out 
of  the  Labor  Committees,  the  bill  that  was  passed  in  1935  was  in- 
troduced by  the  Chairman  of  Ways  and  Means,  and  Senator  Wag- 
ner over  here. 

And,  indeed,  I  guess  it  was  in  1937  that  you  passed  muster  in 
the  court.  Because  the  constitution  says  the  Congress  has  the 
power  to  lay  and  collect  taxes.  That  is  whv  we  are  here  in  the  Fi- 
nance Committee.  Well,  we  try  to  take  good  care  of  you. 

Once  again,  with  gi*eatest  appreciation  to  two  great  public  serv- 
ants, I  want  everybody  to  know  how  much  we  value  and  care  what 
you  do  for  us.  We  want  you  to  keep  on  doing  it  for  years,  and  years, 
and  years.  And  poor  Ross  and  Walker  over  there,  they  are  sitting 
in  awe  that  you  all  know  so  much  and  have  done  so  much.  Be  like 
them.  Thank  you  very  much,  sir. 
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Mr.  Ball.  Thank  you,  Mr.  Chairman. 
Mr.  Myers.  Tliank  you,  Mr.  Chairman. 

Senator  Moynihan.  And  now  we  have  our  final  witness,  and  a 
very  warm  welcome  to  Stan  Kress,  who  has  been  very  patiently 
waiting  throiigh  the  morning.  Mr.  &ess  is  the  President  of  the  Na- 
tional Council  of  Disability  Determination  Directors.  And  you  are 
fiom  Idaho.  Nice  to  have  you  here,  sir.  I  will  put  your  statement 
in  the  record,  of  course.  You  proceed  exactly  as  you  wish. 

STATEMENT  OF  STAN  ERESS»  PRESroENT  NATIONAL  COUNCIL 
OF  DISABILITY  DETERMINATION  DIRECTORS,  BOISE,  ID 

Mr.  Kress.  Thank  you,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  appear  before  you  on  behalf  of  the  National  Council  of 
Disability  Determination  Directors. 

Senator  Moynihan.  I  now  reahze  you  are  irom  Idaho. 

Mr.  Kress.  That  is  right.  I  was  reading  a  book  last  night  and 
they  were  making  a  derogatory  comment  about  where  thev  were 
sending  the  mythical  Vice  President,  and  he  said,  "probably  to  a 
fund-raiser  in  Idaho."  So,  at  any  rate,  I  am  quite  proud  to  be  from 
the  great  State  of  Idaho. 

Senator  Moynihan.  I  am  sure  you  are. 

Mr.  Kress.  I  appreciate  the  opportunity  to  come  back  here  and 
visit  with  you.  We  appreciate  the  opportunity  to  share  with  you  our 
views  on  disability. 

The  recession,  higher  unemployment,  more  homeless  people,  and 
a  lack  of  adequate  health  care  has  brought  about  more  disabihty 
cledms  being  filed. 

This  fiscal  year,  the  Social  Security  Administration  expects 
3,200,000  disabihty  claims  to  be  filed,  compared  to  2.5  milhon  just 
3  years  earlier. 

Senator  Moynihan.  It  is  that  big  a  leap? 

Mr.  Kress.  That  is  a  pretty  good  sized  leap. 

Senator  Moynihan.  Yes. 

Mr.  Kress.  700,000  more  claims  are  expected  this  year  than  just 
3  years  earher.  And,  as  I  said,  it  was  the  recession,  higher  unem- 
loyment,  more  homeless  people;  along  with  not  having  adequate 
ealth  care,  which  have  brought  that  increase  about,  in  my  opin- 
ion. 

In  addition  to  these  demographic  and  economic  changes,  the 
courts,  the  1984  amendments,  and  pubhc  pressure  has  caused  al- 
lowance rates  to  rise. 

The  courts  have  mandated  changes  in  the  continuing  disability 
review  process,  in  the  psychiatric  or  mental  area,  and  childhood 
listings  through  the  Zebley  court  case. 

During  the  past  2  years,  SSA  has  responded  to  the  pubhc's  wish- 
es and  made  changes  in  how  widows  and  widowers  are  evaluated, 
speeded  up  the  disability  process  for  HIV-AIDs  claimants,  started 
an  outreach  program  for  the  homeless,  and  implemented  streamlin- 
ing measures  for  obvious  allowances  to  help  alleviate  the  backlog 
of  cases. 

The  adjudicative  climate  is  certainly  different  today  than  it  was 
during  the  early  1970s  or  the  early  1980s.  During  the  1970  to— 
Senator  Moynihan.  Did  you  mean  early  1970s  or  the  late  1970s? 
Mr.  Kress.  The  early  1970s. 
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Senator  Moynihan.  Early  1970s.  And  then  again  in  the  early 
1980s. 

Mr.  Kress.  Yes.  Mr.  Delfico,  in  his  testimony,  said  that  the  high- 
est allowance  rate  had  been  about  47  percent.  That  is  because  he 
had  not  gone  back  far  enough.  If  he  had  gone  back  to  the  early 
1970s,  actually  the  allowance  rate  during  that  period  of  time  went 
as  high  as  57  percent  during  1973. 

Senator  MoYNlHAN.  Well,  that  was  our  understanding.  I  think  I 
said  60,  but  it  was  up  above  50.  Yes. 

Mr.  Kress.  It  was  close  to  60  percent. 

Senator  Moynihan.  Yes. 

Mr.  Kress.  He  just  did  not  go  back  far  enough  in  his  statistics 
as  he  was  reviewing  that. 

Senator  Moynihan.  I  think  we  ought  to  get  that  series,  and  we 
will.  Thank  you.  That  is  a  good  point. 

Mr.  Kress.  During  the  1980s,  of  course,  we  had  just  the  reverse 
that  was  occurring.  During  the  1981  through  1985  period,  the  adju- 
dicative climate  was  one  of  cutting  off  the  benefits  of  many  who 
were  receiving  them,  and  keeping  off  as  many  of  the  new  appli- 
cants as  possible. 

The  allowance  rate  for  that  period  of  time  ran  from  approxi- 
mately 27  percent,  into  the  low  30s.  The  climate  of  that  period  did 
not  hold  up  in  court,  as  you  pointed  out,  nor  did  it  sit  well  with 
the  public. 

Last  year,  the  DDSs  allowed  39  percent  of  the  claims.  As  you  can 
see,  that  is  an  increase  over  the  early  1980s,  but  it  is  certainly  not 
reminiscent  of  the  early  1970s. 

Senator  Moynihan.  Yes. 

Mr.  Kress.  I  think  it  is  safe  to  say  that  the  allowances  being 
made  today  are  far  more  just  than  were  the  denials  and  the  cessa- 
tions of  the  early  1980s.  Or,  for  that  matter,  the  high  number  of 
allowances  of  the  early  1970s.  Let  us  hope  we  learn  something 
fi-om  those  two  periods  and  do  not  repeat  either  one  of  them. 

To  the  question,  is  SSA  conducting  an  appropriate  number  of 
continuing  disability  reviews,  CDRs,  the  answer  is,  no.  There  are 
approximately  400,000  CDRs  which  are  past  due  in  which  medical 


Actually,  there  is  over  1  million  CDRs  that  are  past  due,  but 
400,000  of  them  are  cases  on  which  medical  improvement  was  ex- 
pected to  occur. 

Senator  Moynihan.  And  that  is  where  the  $4  for  $1  ratio  that 
the  GAO  told  us  about  comes  in. 

Mr.  Kress.  That  is  correct.  If  another  of  the  issues  being  ad- 
dressed by  this  hearing  is,  does  the  agency  have  adequate  re- 
sources to  properly  administer  the  DI  program,  the  answer  is  a 
simple  and  imequivocal,  no. 

The  budget  of  $955  million  presented  by  the  administration  for 
fiscal  year  1993  for  the  administrative  costs  of  the  disability  pro- 
gram is,  in  fact,  a  serious  decrease,  not  an  increase. 

Senator  Moynihan.  It  is  what?  Walk  us  through  that,  now.  I 
mean,  it  is  a  decrease. 

Mr.  Kress.  All  right.  I  would  be  happy  to  do  that.  Last  year,  the 
disability  program  got  $868  million  in  their  basic  budget.  A  $955 
budget  for  1993  would  appear  to  be  an  increase. 
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But,  in  reality,  the  disability  determinations  got  another  $78  mil- 
lion from  the  Zebley  supplemental  3-year  phased-in  appropriation, 
and  another  $80  some  million  from  the  contingency  frmd  release. 
That  means  that  tliis  year  the  disability  program  is  going  to  get 
over  a  billion  dollars. 

Next  year,  there  is  going  to  be  more  claims  and  we  are  going  to 
get  $955  million,  according  to  the  administration  budget.  And,  in 
reality,  it  is  going  to  be  a  budget  decrease,  not  an  increase. 

Senator  Moynihan.  That  is  a  very  powerfrd  point. 

Mr.  Kress.  Thank  you. 

Senator  Moynihan.  You  are  saying,  just  so  I  have  it  clear,  that 

on  top  of  the,  what  is  it,  $850,000  that  they  got  last  year  

Mr.  Kress.  $868  milhon. 

Senator  MoYNfflAN.  $868  million.  There  was  the  contingency 
frind  that  was  made  available  to  them,  and  the  Zebley  court  case 
monies  were  made  available.  So,  in  fact,  they  have  a  billion  dollars 
in  this  current  year. 

Mr.  Kress.  A  little  over  a  billion  dollars  will  be  spent  by  the  dis- 
ability program  this  year.  So,  $955  million  is  less  money. 

Senator  Moynihan.  It  is  a  reduction,  cogent,  clear. 

Mr.  Kress.  If  that  budget  is  implemented,  the  pending  case  load 
will  grow  to  well  over  a  million.  In  addition,  using  SSA's  own  offi- 
cial estimates,  the  overall  processing  times  for  disability  claims  will 
increase  dramatically. 

By  the  time  a  claimant  who  is  denied  at  the  initial  level  pursues 
his  claim  through  the  administrative  law  judge  level,  literally  years 
will  have  passed.  Thousands  of  the  disabled  will  die  or  find  them- 
selves in  dire  straits  before  their  claim  for  benefits  is  decided. 

Service  at  the  level  possible  with  the  projected  funds  for  fiscal 
year  1993  is  simply  not  acceptable.  Americans  with  disabilities  de- 
serve better. 

It  will  take  a  budget  of  approximately  $1.25  billion  in  1993  for 
the  DDSs  just  to  stay  even  with  the  backlog  that  will  have  accvraiu- 
lated  by  the  end  of  1992. 

If  we  are  to  start  reducing  the  backlog  cases,  as  I  feel  we  must, 
it  will  take  a  minimimi  of  $1.3  billion.  If,  in  addition,  we  wish  to 
process  an  additional  200,000  backlogged  CDRs,  the  ones  that  get 
the  savings  of  whenever  $1  spent  you  get  $4  in  savings,  it  will  take 
another  $60  million. 

Senator  Moynihan.  Yes. 

Mr.  Kress.  This  means  SSA's  funding  should  be  at  least  $5.3  bil- 
lion, not  $4.8  billion  in  1993.  In  order  to  make  this  level  of  funding 
possible,  it  may  be  necessary  to  move  the  administrative  costs  of 
the  Social  Security  Administration  off  budget.  The  NCDDD  would 
support  such  a  move,  since  it  would  mean  improved  service  to  mil- 
lions of  Americans. 

And,  just  before  I  close,  may  I  say,  the  Associate  Commissioner 
of  Accuracy  quickly  tapped  me  on  the  shoulder  and  handed  me 
some  figures  that  got  brought  up  a  little  earlier  when  they  were 
talking  about  the  accuracy  of  claims,  and  that  there  were  more  in- 
accuracies in  the  denied  claims  than  there  were  in  the  allowed 
claims. 

Senator  Moynihan.  Yes. 
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Mr.  Kress.  And  those  facts  are  accurate.  However,  I  think  there 
is  a  problem  that  occurs  with  this  data.  You  may  have  noticed 
somebody  mentioned  that,  in  addition  to  the  decisions  that  are 
made  incorrectly,  there  are  also  technical  inaccuracies  and  those 
sorts  of  things  that  are  included  in  that. 

Our  organization  has  recommended  that  Social  Security  start 
using  a  net  accuracy  rate  that  talks  about  those  people  who  are 
paid  or  not  paid  inappropriately  instead  of  including  in  those  fig- 
ures these  technical,  paper  kinds  of  inaccuracies,  as  well. 

We  have  some  figures  on  those,  and  maybe  that  will  be  a  little 
reassuring  to  you.  During  the  past  6-month  period  of  time,  the 
overall  accuracy  of  just  whether  or  not  somebody  was  paid  correctly 
was  $96.6  percent. 

Senator  Moynihan.  Oh. 

Mr.  Kress.  And  if  you  break  that  down  into  allowances  and  deni- 
als, there  was  a  slight  difference,  but  neither  of  them  are  terribly 
bad.  The  allowance  accuracy  was  98.3  percent  for  that  period  of 
time. 

Senator  Moynthan.  That  is  good. 

Mr.  Kress.  And  the  denial  accuracy  was  95.3.  So,  if  we  stop  talk- 
ing about  the  little  paper  errors,  or  the  codeing  of  something  wrong 
and  talk  about,  did  somebody  get  benefits  when  they  should  have 
or  when  they  should  not  have,  rightly  or  wrongly,  our  accuracy  is 
much  better  than  what  is  often  reported.  And  I  think  it  is  time  we 
started  reporting  just  that  net  accuracy  on  the  correct  payment  of 
claims. 

Senator  Moynihan.  A  fair  point,  and  we  will  take  it  up  with  the 
administration. 

Mr.  Kress.  By  the  way,  they  are  working  with  us  on  proposing 
that.  So,  we  have  already  apprised  them  of  it. 

Senator  Moynihan.  You  feel  you  have  a  good  working  relation- 
ship with  them. 

Mr.  Kress.  Absolutely.  We  are  very  appreciative  of  the  progress 
we  have  made  in  that  area. 

Senator  Moynihan.  That  is  the  real  issue,  the  Federal  system, 
is  it  working.  Good.  Good.  I  am  glad  to  hear  that. 

Mr.  Kress.  Just  a  final  summary,  then.  The  NCDDD  stands 
ready  to  help  this  committee  and  SSA  find  answers  in  those  areas 
that  need  to  be  addressed.  We  are  the  ones  on  the  firing  line  and 
we  welcome  the  opportimity  to  be  involved  in  charting  a  course  of 
action  for  the  disability  program.  I  would  be  happy  to  answer  any 
questions,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Kress  appears  in  the  appendix.] 

Senator  Moynihan.  Thank  you,  Mr.  Kress. 

Mr.  Kress.  Thank  you  for  the  opportunity  of  letting  me  testify. 

Senator  Moynihan.  We  thank  you,  sir.  That  is  a  powerful  point. 
It  has  taken  us  till  1:00  o'clock  to  learn  that,  in  effect,  the  adminis- 
tration has  proposed  to  decrease  this  budget  in  actual  outlays  for 
the  next  year. 

Now,  you  have  come  before  us  and  said  this  does  not  happen 
every  day  in  a  sequence  of  this  kind.  We  first  heard  fi:'om  the  Gen- 
eral Accounting  Ofiice,  which  has  no  dog  in  any  fight.  They  are  just 
trying  to  tell  the  Congress  what  they  are  up  to. 
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The  General  Accounting  Office  said  the  monies  available  to  ad- 
minister this  program  should  be  increased  by  50  percent.  These  are 
trust  fund  monies.  The  Social  Security  works  on  a  1  percent  admin- 
istrative cost,  very  tight.  And  along  came  GAO.  GAO  does  not  nor- 
mally tell  us  to  spend  more  money,  they  almost  invariably  tell  us 
to  spend  less.  But  we  are  not  reviewing  cases  when,  as  you  say, 
there  are  400,000  cases  out  there  where  you  expect  if  they  were  re- 
viewed, less  disability  would  be  paid,  or  no  disabiUty  would  be 
paid.  We  are  not  finding  that  out. 

Then,  too,  the  two  great  leaders  in  this  field  for  a  half  century. 
Bob  Myers  and  Bob  Ball  came  before  us,  and  Bob  Ball  said,  I  think 
we  are  not  spending  enough  money. 

I  think  we  should  stop  bragging  that  this  program  only  costs  you 
nine-tenths  of  one  percent.  Any  well-administered  program  will 
cost  a  Httle  more  than  that.  It  is  your  money;  it  is  an  insurance 
contribution.  Bob  Myers  agreed. 

And  now  you  have  come  along  as  the  practitioner  out  in  the 
State,  and  your  proposal,  which  I  do  not  think  you  knew  when  you 
came  in  here  this  morning  was  what  the  General  Accounting  Of- 
fice, Mr.  Delfico,  was  going  to  propose. 

They  came  in  and  proposed  about  $1.45  billion.  Yes.  And  you 
have  come  in  from  Boise,  Idaho  and  said,  by  very  careful  sequence, 
if  this,  then  this,  then  this.  And  you  have  come  up  with  $1.4  bil- 
lion. That  is  a  lot  of  coherence. 

I  mean,  we  are  all  looking  at  the  same  thing  with  enough  sense 
of  what  the  regularities  are  in  this  process,  what  would  be  optimal. 
If  we  spend  money  to  make  sure  people  do  not  get  benefits  who  do 
not  need  them  and  are  not  entitled  to  them  and  spend  money  to 
make  sure  that  people  do  get  benefits  who  do  need  them,  that  is 
what  our  program  is  for.  That  is  why  we  put  this  in  place. 

Mr.  Kress.  That  is  why  most  of  us  who  work  in  the  field  out 
there  are  in  those  fields,  is  because  we  want  to  see  those  sorts  of 
things  happen. 

Senator  Moynihan.  Yes. 

Mr.  Kress.  And  when,  all  of  a  sudden,  you  stack  up  the  cases 
in  storerooms  because  you  do  not  have  the  staff  or  the  money  to 
work  them,  then  those  people  are  not  being  served.  We  feel  respon- 
sible when  that  happens. 

But  if  you  do  not  have  the  staff  and  you  do  not  have  the  money 
to  order  the  medical  evidence,  and  you  do  not  have  the  money  to 
have  a  consultive  examination  performed  and  that  case  is  sitting 
in  a  storeroom,  those  of  us  out  in  the  field  feel  pretty  guilty  about 
that. 

And  we  would  like  to  have  the  money  and  the  staff  to  be  able 
to  work  those  cases  in  a  timely  and  accurate  manner  and  see  that 
those  people  that  deserve  the  benefits,  get  them  to  them,  and  let 
the  other  folks  know  that  they  are  not  going  to  be  getting  them  so 
they  can  get  on  with  looking  for  a  job  and  get  on  with  running 
their  lives. 

Senator  Moynihan.  That  is  a  very  powerful  point.  The  need  for 
a  timely  answer.  You  come  in  and  you  say,  I  have  a  disability.  And 
let  the  administrators  say  fairly  quickly,  yes,  you  do,  or  no,  you  do 
not. 
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Mr.  Kress.  People  tend  to  put  their  lives  on  hold  when  they  are 
in  these  periods  of  time. 

Senator  Moynihan.  Yes.  If  it  is  going  to  take  7  months,  then  I 
will  wait  7  months  before  I  look  for  a  job. 

Mr.  Kress.  Right. 

Senator  Moynihan.  Only  to  find  out  that  I  should  have  started 
looking  for  a  job  the  day  after  I  went  in  there. 
Mr.  Kress.  Absolutely. 

Senator  Moynihan.  It  is  a  very  powerful  point.  We  should  let 
people  know  what  they  can  expect  and  get  their  answers  early.  It 
is  outrageous. 

The  whole  Social  Security  integrity  of  our  system  is  being 
brought  into  question  by  decisions  made  at  the  Office  of  Manage- 
ment and  Budget  that  have  nothing  to  do  with  the  law,  nothing  to 
do  with  resources. 

This  system  is  not  in  any  financial  crisis.  To  the  contrary,  it  adds 
a  $1.5  billion  that  you  suggested  that  we  needed  to  run  the  whole 
program  for  a  year.  That  is  one  week's  surplus. 

Mr.  Kress.  For  what  it  is  worth,  Mr.  Chairman,  I  think  I  feel 
it  is  necessary  to  just  comment  that  Commissioner  Gwendolyn 
King,  I  have  been  associated  with  her  quite  a  bit  in  the  last  2  or 
3  years. 

And  I  firmly  believe  that  she  wants  to  run  a  good  program  and 
she  wants  to  see  good  service  provided  to  the  people. 

And  the  people  she  has  working  for  her  in  Social  Security,  I 
think,  want  to  see  this  happen.  Unfortimately,  I  feel  like  she  has 
got  somebody  with  a  thumb  on  her  saying  what  she  has  to  say 
when  she  comes  before  this  committee  when  it  comes  to  money. 
But  deep  down  inside  her  heart,  she  knows  that  this  program 
needs  that  money  too,  and  it  is  needed  to  serve  the  public. 

Senator  Moynihan.  Yes.  Well,  I  hope  you  noticed  that  we  did  not 
press  her  too  hard. 

Mr.  Kress.  Yes.  I  thought  you  were  very  kind. 

Senator  Moynihan.  Well,  I  want  to  thank  you  very  much,  sir. 
And  thank  the  association,  or  the  coimcil.  I  think  you  are  the 
founder  of  the  council,  and  obviously  an  important  public  service 
and  we  much  appreciate  it. 

Mr.  Kress.  Well,  thank  you.  Another  thing  I  thought  was  inter- 
esting, was  that  I  happened  to  call  a  few  folks  for  advice  on  the 
testimony  I  should  give. 

And  two  of  the  people  I  talked  to  were  Lloyd  Moses,  who  runs 
the  disability  program  in  New  York,  and  Chuck  Jones,  who  runs 
the  disability  program  in  Michigan. 

So,  the  two  members  of  your  committee  that  were  here  asking 
the  questions  today,  their  DDS  directors  back  home  had  quite  a  bit 
of  input  into  this  testimony. 

Senator  Moynihan.  Good.  The  more,  the  welcome.  We  thank  our 
staff.  We  particularly  thank  our  indefatigable  reporter,  who  has  all 
this  taken  down.  And  I  want  to  express  my  appreciation  to  Ed 
Lopez,  Margaret  Malone,  and  all  who  have  made  this  a  very  impor- 
tant hearing.  And,  now,  it  is  for  us  to  legislate. 

[Whereupon,  the  hearing  was  concluded  at  1:08  p.m.] 
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Additional  Material  Submitted 


Prepared  Statement  of  Robert  M.  Ball 

Mr.  Chairman  and  members  of  the  committee:  My  name  is  Robert  Ball.  I  was 
Commissioner  of  Social  Security  from  1962  to  1973.  Prior  to  my  appointment  by 
President  Kennedy,  I  was  a  civil  servant  at  the  Social  Seciirity  Adininistration  for 
about  twenty  years.  Since  leaving  the  government  I  have  continued  to  write  and 
speak  about  Social  Secvuity  and  related  programs.  I  was  a  member  of  the  1978—79 
advisory  council  on  Social  Security,  the  National  Commission  on  Social  Seciirity  Re- 
form (the  Greenspan  Comimission)  whose  recommendations  were  included  in  the 
1983  Amendments,  and  the  1991  Quadrennial  Advisory  Coxmcil  on  Social  Security 
estabUshed  by  statute. 

First,  Mr.  Chairman,  I  would  like  to  congratulate  you  on  having  foreseen  the 
problem  we  are  dealing  with  today  and  introducing  legislation  to  fix  it.  The  proposal 
you  first  made  in  1990  to  shift  part  of  the  contribution  rate  from  old-age  and  survi- 
vors' insurance  (OASl)  to  disability  insurance  (Dl)  is,  1  beheve,  the  right  solution 
to  the  DI  deficit  problem. 

The  combined  OASl  and  Dl  programs  are  adequately  financed  for  many  decades 
and  it  makes  sense  to  move  some  of  the  OASl  rate  to  the  Dl  program.  Without  such 
a  shift  it  is  estimated  that  Dl  may  have  difificxilty  making  fuU  pa3rments  as  due  by 
the  latter  part  of  1997. 

Beginning  in  1992  or  1993,  I  would  favor  a  recdlocation  of  the  contribution  rate 
between  OASl  and  DI  which  would  increase  the  DI  rate  from  the  present  0.6  per- 
cent to  0.86  percent  or  0.86  percent  for  workers  and  a  matching  amount  from  em- 
ployers. The  OASl  rate  for  each  would  be  reduced  to  5.36  percent  or  6.36  percent, 
but  the  combined  amount  would  be  6.2  percent  as  \mder  present  law.  These  rates 
without  changes  in  benefits,  would  be  enough  to  fund  the  combined  systems  and 
each  program  separately  until  the  mid-2030s,  well  over  40  years  from  now,  under 
the  best-guess  intermediate  assumptions  in  the  recently  issued  trustees  report. 

Reallocation  of  Social  Security  contribution  rates  between  OASl  and  Dl  has  oc- 
curred many  times  in  the  history  of  the  two  programjB  and  is  a  completely  reason- 
able way  to  adjust  to  changing  estimates  of  the  cost  of  one  or  the  other  of  the  two 
profframs.  As  you  wUl  undoubtedly  recall,  in  the  1983  Amendments  following  the 
work  of  the  National  Commission  on  Social  Security  Reform,  there  was  a 
reallocation  the  other  way.  At  that  time  it  looked  as  if  OASl  would  be  closer  to  the 
line  thsui  DI  and  0.5  percentage  pomts  of  the  1.1  percent  contribution  rate  provided 
by  the  1977  Amendments  was  shifted  from  DI  to  OASl.  It  was  recognized  at  the 
tune  that  the  DI  rate  would  need  to  be  increased  later  on,  and  present  law  provides 
in  the  year  2000  for  an  increase  in  the  rate  from  the  present  0.60  percent  to  0.71 
percent. 

I  would  not  favor  reallocation  if  it  were  clear  that  the  DI  financing  problem  was 
created  entirely  by  administrative  slackness.  If  the  larger  number  of  allowed  claims 
and  the  expected  drop  in  termination  rates  were  caused  only  by  lack  of  adherence 
to  strict  standards  or  disability  determination  or  lack  of  review  of  beneficiaries  on 
the  rolls,  then  I  would  favor  going  at  the  root  causes  and  not  bailing  out  bad  admin- 
istration by  allocating  more  money  to  the  program.  It  is  very  important  that  strict 
standards  be  maintedned  and  that  we  avoid  a  replay  of  the  past.  As  you  will  recall, 
when  in  the  mid-  to  late-  seventies  it  appeared  that  the  disability  rolls  were  growing 
because  of  more  lenient  adjudication  tnere  was  strong  criticism  leading  to  an  over 
reaction  in  the  1980s.  The  result  was  a  highly  regrettable  elimination  from  the  roUs 
of  thousands  and  thousands  of  people  with  valid  claims  to  disability  benefits.  And 
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then  a  high  proportion  of  them  had  to  be  put  back  on  the  roUs  after  appeal  and 
much  sujf^ring  by  the  beneficiaries. 

I  do  have  a  concern  that  the  big  backlog  of  disability  claims  today,  some  800,000 
pend^g  cases,  and  the  shortage  of  personnel  at  Social  Security  mignt  be  leading  to 
a  lowering  of  adjudicative  standards.  It  is  much  easier  to  process  allowances  than 
disallowances,  i^d  I  have  a  concern  that,  also  because  of  personnel  shortages,  the 
current  rolls  are  not  being  examined  as  carefully  as  they  should  be  for  possible  ter- 
minations. 

Social  Security  needs  more  staff  to  run  the  disability  program  well.  It  is  almost 
unbelievable  to  me  that  the  President  would  submit  a  budget  which  assumes  the 
backlog  of  disability  claims  today  of  800,000 — far  too  high — ^will  go  to  1.4  million  in 
1993.  We  are  talking  about  disabled  people  who  need  the  monejjr  to  Hve  on! 

I  believe  Social  Security  needs  to  spend  more  monejr  on  admmistration  in  general. 
Less  than  1  percent  of  benefit  outgo  goes  for  admimstrative  expenses.  This  is  just 
not  enough  to  do  the  kind  of  job  that  should  be  done.  Well  administered  private  in- 
surance companies,  on  average,  have  an  administrative-to-benefit  payment  ratio 
several  time  Social  Security's.  No  wonder  there  are  complednts  about  Social  Security 
operations.  . 

I  believe  the  solution  for  the  inadequate  financing  of  Social  Security  administra- 
tive expenses  is  to  take  them  out  of  the  general  budget  just  as  benefit  pa3rment8 
have  been  taken  out.  Administrative  expenses,  like  benefit  payments,  come  out  of 
the  dedicated  contributions  of  workers,  emplovers,  and  the  self-employed,  and  these 
contributors  deserve  topnotch  service.  It  would  also  help,  I  believe,  to  make  Social 
Seciuity  an  independent  agency. 

The  causes  of  the  present  problem  in  disability  financing  are  complex.  There  has 
been  an  increase  in  the  incideiice  rate  of  disabflity  and  a  lowering  of  the  average 
age  of  those  on  the  disability  roUs  which  means  that  there  are  fewer  terminations 
as  a  result  of  beneficiaries  reaching  retirement  age  or  dying.  Some  of  the  increase 
in  incidence  rates  may  be  due  to  tne  fact  that  the  first  wave  of  baby-boomers  are 
reaching  the  age  at  which  disability  rates  begin  to  increase.  Some  of  the  increase 
may  be  due  to  the  recession  because  in  times  of  unemployment  more  people  will  file 
disabilitjr  claims.  Some  of  the  increase  may  also  be  diie  to  court  cases  such  as  the 
one  requiring  Social  Seciiritv  to  give  more  weight  to  the  findings  of  the  beneficiar/s 
own  physicians  as  compared  to  tne  findings  of  the  government  consultants,  a  some- 
what dubiotis  requirement  in  my  view.  In  fact,  at  some  point  the  Congress  ma^ 
want  to  review  recent  court  cases  to  see  if  they  reflect  congressional  intent  and,  if 
not,  whether  the  Congress  should  consider  changes  in  the  law  that  would  make  con- 
gressional intent  clearer.  It  would  not  be  the  first  time  that  it  has  been  necessary 
to  do  this. 

In  simmiary^he  increased  costs  reflect  a  variety  of  factors,  not  solely  administra- 
tive changes.  Thus,  the  solution  has  to  be  an  increase  in  financing  although  staff 
increases  are  also  necessary  if  the  program  is  to  be  run  well.  As  I  said  at  the  be^n- 
ning,  the  sinmlest  way  to  provide  for  additional  financing  is  a  relatively  minor 
reallocation  of  the  contribution  rate  fi-om  OASI  to  DI  correcting  what  has  turned 
out  to  be  a  somewhat  too  enthusiastic  reallocation  in  the  other  direction  in  1983. 
The  recommended  rate  of  0.85  percent  or  0.86  percent  is  substantially  below  the 
rate  of  1.1  jpercent  provided  by  the  1977  Amendments. 

Mr.  Chairman,  I  do  not  consider  that  we  have  a  major  problem  here;  it  can  be 
taken  care  of  by  a  reallocation  of  the  Social  Security  contribution  rate  as  has  been 
done  many  times  before.  However,  the  Congress  does  need  to  act  since  the  DI  fund 
is  entirelv  separate  fi-om  the  OASI  fund  and  the  disability  program  will  have  an 
early  problem  imder  the  present  contribution  rate  allocation. 

One  more  point,  as  I  recommended  at  the  beginning  of  my  statement,  it  seems 
to  me  desirable  to  reallocate  an  amount  estimated  to  be  fulljr  adequate  far  into  the 
future.  I  see  little  merit  in  considering  alternative  reallocations  that  are  estimated 
to  do  only  part  of  the  job. 

Mr.  Chairman  and  members  of  the  Committee,  I  thank  you  for  the  opportunity 
to  present  my  views. 


Prepared  Statement  of  Joseph  F.  Delfico 

Mr.  Chairman  and  Members  of  the  Committeer  Thank  you  for  inviting  me  to  tes- 
tify today  on  financial  and  admimstrative  problems  facing  the  Social  Security  Ad- 
ministration's (SSA)  disability  programs.^ 


^SSA  has  two  disability  prograniB,  the  DI  program  and  the  Supplemental  Security  Income 
(SSI)  program.  State  dieability  determination  services  (DDSs)  make  disability  determinations  for 
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In  their  April  1992  report,  the  Trustees  of  the  DI  fund  projected  that  the  ftind 
will  be  exhausted  in  1997.  The  Trustees  have  recommended  that  tmspecified  legisla- 
tive action  be  taken  to  strengthen  the  fund's  financing  and  have  asked  HHS  to 
study  the  situation  and  provide  a  report  in  December  1992. 

In  the  first  part  of  my  testimony,  I  will  briefly  highlight  some  of  the  underlying 
factors  that  have  contributed  to  the  current  DI  trust  fund  situation.  I  will  then  dis- 
cuss problems  with  program  administration,  which  also  need  attention. 

CURRENT  FACTORS  AFFECTING  TRUST  FUND  EXPENDITURES 

To  a  greater  or  lesser  degree,  several  factors  have  led  to  increases  in  trust  fund 
expenditures.  You  asked  that  we  address  these  factors. 

Application  Rates 

Disability  application  rates  have  risen  in  part  as  a  result  of  the  recent  increase 
in  unemployment  rates.  Hard  economic  times  make  it  more  difiicxilt  for  severely  im- 
paired persons  to  find  or  keep  jobs.  Hard  times  may  also  provide  an  incentive  for 
even  less  severely  impaired  persons  without  work  to  apply  for  disability.  Manv 
working  persons  have  physical  conditions  that  meet  or  equal  SSA's  disability  stand- 
ards, ana  many  of  these  new  applicants  will  qualify  for  benefits. 

Allowance  Rates 

Between  fiscal  years  1988  and  1991,  the  initial  DOS  allowance  rate  for  DI  appli- 
cants rose  from  40  to  46  percent.  Although  these  rates  are  not  the  highest  ever  ex- 
perienced, they  are  substantially  higher  than  those  experienced  over  the  past  dec- 
ade. Unfortunately,  reasons  for  the  increases  are  not  fully  understood,  although 
changes  in  program  criteria  may  have  played  a  role. 

Perhaps  the  most  difficult  factor  to  assess  is  the  general  administrative  environ- 
ment. Disability  decisions,  especially  in  meu'gined  cases,  require  difficult  judgments. 
Therefore^  chemges  in  examiners'  attitudes,  as  influenced  by  their  work  and  manage- 
ment environment,  may  be  affecting  allowance  rates.  The  extent  to  which  this  may 
occur  is  difficult  to  determine. 

Trends  in  the  appeals  level  have  also  caused  increases  in  the  rolls.  The  Adminis- 
trative Law  Judge  (ALJ)  allowance  rate  has  been  rising:  from  50  percent  in  1986 
to  about  66  percent  in  1991.  In  1990,  over  15  percent  of  the  new  entrants  into  SSA's 
disability  programs  *  came  from  the  appeals  process.  Reasons  for  increases  in  AU 
allowances  are  not  clearly  understood. 

Length  of  Stay  on  tlie  Rolls 

The  size  of  the  disability  rolls  is  also  affected  by  termination  rates — ^the  rate  peo- 
ple leave  the  roUs.  These  rates  are  affected  by  such  factors  as  individual  motivation 
towards  rehabilitation,  and  removal  because  of  medical  improvement  or  death. 
Movement  off  the  rolls  has  slowed,  as  the  average  age  of  disability  applicants  has 
been  jfoing  down.  One  contributinff  factor  has  been  the  virtual  cessation  of  continu- 
ing disability  reviews  (CDRs).^  Absent  an  increase  in  termination  rates,  average 
time  on  the  roUs  will  increase  and  the  number  of  beneficiaries  on  the  rolls  at  any 
given  time  will  be  correspondingly  higher. 

Legal  Environment — A  Future  Consideration 

Class  action  lawsuits  may  become  significant  sources  of  new  awards.  SSA  and  the 
DDSs  are  still  working  on  compliance  with  the  Supreme  Court's  Zebley  decision, 
which  will  require  an  estimated  240,000  SSI  re-adjudications.  Although  Zebley  is 
the  largest  such  case,  and  is  limited  to  SSI  claims,  other  large  cases  which  involve 
DI  are  on  the  horizon.  For  example,  two  cases  covering  botn  SSI  and  DI  in  New 
York  state  have  potential  class  sizes  of  200,000  or  more.  SSA  is  currently  tracking 
over  46  class  action  lawsuits  at  various  stages  of  the  legal  process. 

PROGRAM  ADMINISTRATION 

SSA's  disability  programs  are  also  currently  experiencing  administrative  problems 
including:  (1)  inordinate  delays  in  processing  initial  disability  applications,  (2)  indi- 
cations of  deterioration  in  the  quality  of  disability  determinations,  and  (3)  insuffi- 
cient numbers  of  CDRs  to  maintain  the  integrity  of  the  rolls. 


both  DI  and  SSI  cases  using  the  same  criteria,  personnel,  and  work  methods.  DDS's  also  per- 
form continuing  disability  reviews  (CDRs)  of  current  beneficiaries.  DDSs  are  completely  funded 
by  the  federal  government  from  SSA's  administrative  expense  budget. 
^  Data  include  both  SSI  and  DI  combined. 

^In  CDRs,  SSA  refers  cases  of  existing  beneficiaries  to  DDSs,  who  re-determine  if  they  con- 
tinue to  meet  disability  criteria. 
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Processing  Time  Increases 

The  average  time  needed  to  process  an  initial  disability  determination  is  growing 
rapidly.  In  1989,  an  average  of  less  than  64  days  were  needed.  Today,  the  average 
is  91  d^s  and  SSA  estimates  overall  processing  times  wUl  increase  to  about  152 
days  in  fiscal  year  1992,  then  about  213  days  in  nscal  year  1993. 

These  processing  times  are  averages  and  thus  do  not  fiilly  reflect  individual  claim- 
ants' experiences,  which  depend  on  the  state  thev  live  in  and  the  complexity  of  their 
case.  For  example,  claimants  in  California  already  wait  an  average  of  more  than  135 
days  to  obtain  an  initial  determination.  Figure  1  shows  how  average  processing 
times  vary  by  state. 


Rgura  1 :  Avaraga  Procwing  Tlma  by  Stat* 


SSA's  burgeoning  workload  also  has  implications  for  future  delays  in  the  appeals 
process.  At  current  appeal  rates,  ALJs,  who  hear  disability  appeals,  will  also  experi- 
ence growing  workloads.  As  a  consequence,  we  expect  that  waiting  time  for  an  ALJ 
decision  should  grow;  such  appeals  Eilready  took  227  days  in  fiscal  vear  1991.  Thus, 
many  denied  applicants  who  appeal  wiU  have  to  wait  14  months  or  longer  for  a  final 
decision. 

Decisional  Quality 

SSA's  quality  assurance  data  point  to  another  problem.  Error  rates,  as  reported 
by  SSA's  queJity  assurance  review  process,  have  increased.  In  fiscal  year  1985,  3.7 
percent  of  cases  contained  errors.  By  the  end  of  fiscal  year  1991,  this  had  risen  to 
5.6  percent  of  all  cases.  However,  almost  all  of  this  increase  came  fi-om  errors  on 
denied  cases.  Thus,  while  accuracy  on  initially  allowed  cases  (where  the  applicant 
receives  benefits)  has  remained  relatively  steady,  denied  cases  are  more  fikely  to 
contain  errors. 

Ovar  work  to  date  has  not  progressed  far  enough  for  us  to  fiilly  analyze  these  de- 
velopments. We  do  not  know  what  connection,  if  any,  they  have  with  overall  allow- 
ance rates.  But  we  think  it  noteworthy  that  this  increase  in  error  rates  is  occurring 
at  the  same  time  that  DDSs  are  experiencing  increased  workloads  and  constrained 
resources. 
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Origins  of  the  Workload  Problem 

A  major  cause  of  the  increased  processing  time  is  the  increase  in  applications.  As 
shown  in  Figure  2,  disability  application  rates  (DI  and  SSI  combined)'*  began  to 
grow  in  1989,  but  DOS  administrative  budgets  did  not  increase  at  the  same  rate. 
Application  rates  increased  by  36  percent  between  1986  and  1992  while  DDSs'  budg- 
ets feU  11  percent  in  the  same  period.  In  1986  dollars,  the  DDSs'  budgets  fell  from 
$766  million  in  1986  to  an  estimated  $673  milUon  in  1992.  Subsequently,  the  time 
needed  to  process  applications  began  to  rise. 


Rgura  2:  R*(atlon  of  ProcMsJng  Tima, 
Application  Rata,  and  DOS  Budgata 
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Assiuning  no  change  in  the  resources  required  to  complete  each  action,  perhaps 
as  much  as  half  a  billion  dollars®  would  be  required  to  (1)  handle  projected  new  ap- 
plications and  stop  backlogs  from  increasing  in  1993,  (2)  reduce  the  fiscal  year  1993 
starting  backlog  to  an  acceptable  level,®  and  (3)  process  overdue  CDRs. 

Some  of  this  may  be  onset  by  reductions  in  future  benefit  costs.  For  example, 
SSA's  Office  of  the  Actuary  recently  projected  a  return  of  $4.00  from  every  $1.00 
spent  doing  CDRs  where  medical  improvement  is  expected. 

Continuing  Disability  Reviews 

SSA's  efforts  to  cope  with  increasing  workloads  within  existing  budgetary  con- 
straints has  led  to  deemphasizing  CDRs.  As  part  of  its  strategy  to  cope  with  the 
volume  of  new  applications,  SSA  has  ceased  referring  CDR  cases  to  states  for  rede- 
termination, except  in  very  limited  circumstances.  Current  law  mandates  CDRs  at 
least  once  every  three  years  for  cases  where  medical  improvement  is  either  possible 
or  expected. 

SSA  staff  now  estimate  that  over  a  milUon  such  cases  are  backlogged  at  present. 
We  estimate  that  about  6  percent  of  these  cases  will  receive  a  CDR  in  fiscal  year 
1992."^ 

CDRs  are  important  beyond  dollars  involved.  The  failure  to  do  CDRs  means  that 
increasing  nimibers  of  ineligibles  remain  on  the  rolls  and  may  erode  public  support 
for  the  progremi. 


"^SSI  applications  have  also  increased,  causing  the  SSI  budget  to  grow  57  percent  in  two 
years,  from  $11.6  billion  in  fiscal  year  1990  to  $18  2  billion  in  fiscal  year  1992. 

*  Caution  should  be  used  in  applying  this  estimate.  Our  purpose  in  making  it  was  to  dem- 
onstrate that  SSA's  recent  budget  request  is  insufficient  to  achieve  timeliness  goals  and  its  legal 
mandates. 

®SSA  does  not  have  an  official  goal  for  case  processing  times.  We  based  our  estimate  on  a 
60  day  time  frame. 

"^We  have  noted  SSA's  continued  failure  to  achieve  the  full  cost-saving  potential  of  CDRs  since 
we  testified  on  the  subject  in  1987.  Again,  in  1991,  we  testified  that  overdue  CDRs  were  piling 
up  at  the  rate  of  250,000  per  year. 
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Prepared  Statement  of  Guendolyn  S.  King  m 

Mr.  Chairman  and  members  of  the  subcommittee:  Thank  you  for  the  opportunity 
to  appear  here  today  to  discuss  the  financing  and  administration  of  the  Social  Secu-  „ 
rity  Disability  Insurance  (DJ)  program.  J 

In  my  testimony  this  monung,  I  would  like  to  focus  first  on  the  financing  prob-  [ 
lems  facing  the  DI  Trust  Fimd  as  reflected  in  the  1992  Trustees  Report  and  the  * 
"Section  709"  report  released  by  the  Board  of  Trustees.  Then,  I  will  discuss  some  j 
issues  we  face  in  meeting  the  challenge  of  administering  the  disability  program. 

1992  OASDI  TRUSTEES  REPORT  f 

As  you  stated  in  your  letter  of  invitation,  Mr.  Chairman,  the  1992  Trustees  Report 
shows  the  financial  condition  of  the  DI  Tinist  Fund  to  have  changed  significantly  l| 
from  what  the  trustees  had  estimated  in  last  year's  report.  In  the  1992  report,  the  » 
DI  fund  fails  to  meet  the  Trustees'  tests  of  financial  adequacy  in  both  the  snort-  |i: 
term  (1992-2001 )  and  long-term  (1992-2066).  i 

As  you  know,  the  Trustees  develop  three  alternative  sets  of  economic  and  demo- 
graphic assimiptions  to  show  a  range  of  possibilities.  Alternative  II,  the  intermedi- 
ate set  of  assumptions,  reflects  the  Trustees'  best  estimate  of  what  the  fiiture  expe- 
rience will  be.  Alternative  I  is  more  optimistic;  alternative  III  is  more  pessimistic. 
These  alternatives  show  how  the  trust  funds  would  operate  if  economic  and  demo-  I 
graphic  conditions  are  better  or  worse  than  anticipated.  \ 

Under  the  1992  Trustees  Report's  intermediate  assumptions,  the  assets  of  the  DI  'j 
Trust  Fund  are  estimated  to  diecline  steadily  from  $12.9  bUHon  at  the  beginning  of  |; 
1992  imtil  they  are  exhausted  in  1997,  without  corrective  legislation.  Under  the  pes-  i 
simistic  set  of  assumptions,  the  assets  of  the  DI  Trust  Fund  would  be  exhausted  is 
in  1995.  \ 

Let  me  emphasize,  however,  that  the  Old-Age  and  Survivors  Insurance  (OASI) 
and  DI  Trust  Funds  are  adequately  financed  for  many  years  on  a  combined  basis, 
(Attached  to  mv  testimony  is  a  chart  showing  the  status  of  the  OASI  and  DI  Trust  \, 
Funds  \mder  the  alternative  II  assumptions.)  Under  all  three  sets  of  assumptions  \, 
used  for  the  1992  Trustees  Report,  the  assets  of  the  combined  OASI  and  DI  Trust  [ 
Funds  wiU  exceed  one  year's  expenditures  at  the  beguiniM  of  next  year  and  will 
remain  above  that  level  through  the  turn  of  the  century.  Tnus,  overall  program  fi- 
nancing is  considered  adequate  in  the  short  rai^e,  even  imder  very  adverse  condi- 
tions. « 

While  we  need  to  be  concerned  about  the  financial  condition  of  the  DI  Trust 
Ftmd — and  need  to  begin  considering  alternatives  to  address  DI  financing — Social 
Security  beneficiaries  should  be  confident  that  their  benefits  will  be  paid  timely,  just 
as  they  have  since  Social  Security  benefits  were  first  paid  in  1940. 

The  unfavorable  financial  outlook  for  the  DI  program  reflected  in  the  1992  Trust- 
ees Report  is  primarily  attributable  to  an  increasing  trend  in  the  proportion  of  work-  ! 
ers  who  file  for  and  are  awarded  disability  benefits,  and  a  decreasing  trend  in  the  j 
proportion  of  beneficiaries  whose  disability  benefits  cease.  Generally,  disability  ben- 
efits end  when  a  person  reaches  normal  retirement  age  (currently  age  65),  medically 
recovers,  returns  to  work,  or  dies. 

People  with  disabilities  are  coming  onto  the  rolls  at  younger  ages,  partly  because 
of  an  mcrease  in  the  number  of  younger  insxired  workers.  Also,  people  wim  disabil- 
ities are  Uving  longer.  And  medical  recovery  rates  have  been  very  low  over  the  last 
6  years,  in  part,  because  of  a  provision  in  the  1984  disability  amendments  that  es-  j 
tablished  a  separate  standard  for  terminating  benefits — ^medical  improvement — ^for  i 
those  already  on  the  rolls.  I 

In  recent  years,  the  effects  of  the  rapid  growth  in  the  disability  rolls  on  DI  Trust 
Fund  financing  were  offset  by  better-than-anticipated  economic  growth.  Currently, 
however,  benefits  are  growing  much  faster  than  revenues. 

For  several  years,  the  Trustees  have  been  expressing  concern  about  the  near-term  i 
financial  outlook  for  the  DI  Trust  Fund.  Trustees  Reports  since  1985  have  warned  j 
that  DI  Trust  Fund  assets  might  be  exhausted  if  the  munber  of  disability  bene- 
ficiaries grew  rapidly,  and  we  experienced  adverse  economic  conditions. 

CHANGES  IN  THE  TRUSTEES  REPORT  ' 

In  your  letter  of  invitation,  Mr.  Chairman,  you  asked  that  we  address  the  reasons  \ 
why  the  financial  outlook  for  the  DI  fund  appears  worse  this  year  than  it  had  in  ! 
1991.  The  key  reasons  are:  economic  performance  in  1991;  the  unusually  rapid  in-  ( 
crease  in  disability  benefit  awards  in  1991;  and  the  continued  decline  in  the  benefit 
termination  rate  experienced  in  1991.  Tliis  experience  necessitated  changes  in  as- 
sumptions about  future  disability  incidence  (the  rate  at  which  insiu-ed  workers  be- 
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I  come  disabled  and  qualify  for  disability  benefits)  and  benefit  termination  rates.  I 
I  will  now  discuss  each  of  these  factors  in  turn. 

I  Declining  TYtist  Fund  Revenues 

The  economic  performance  during  1991  resulted  in  higher  unemployment  and 
j  slower  wage  growth  than  bad  been  anticipated.  These  effects  were  partly  offset  by 
I  a  lower  than  anticipated  level  of  inflation.  Overall,  however,  estimated  tax  income 
I  in  1992  and  later  years  is  projected  to  be  significantly  lower  than  the  estimates  in 
the  1991  Trustees  Report.  This  effect  accoimts  for  a  Uttle  over  one-fiflh  of  the 
'  change  in  the  short-range  financial  projections  for  the  DI  Trust  Fund. 

'  Increased  Disability  Incidence  Rates 

I  At  the  same  time,  the  DI  program  has  experienced  a  much  greater  increase  in 
\  the  niunber  of  new  disability  awards  to  ins\u*ed  workers  in  1991  than  had  been  an- 
[  ticipated  in  last  year's  report. 

I     — Last  year's  report  assumed  that  the  rate  at  whi  ch  workers  insured  for  disabihty 
benefits  become  entitled  to  disability  benefits  would,  under  intermediate  as- 
sumptions, increase  from  4.1  per  thousand  for  such  workers  in  1990,  to  4.2  per 
thousand  in  1991.  Under  pessimistic  assimiptions,  the  rate  was  estimated  to  in- 
crease to  4.4  per  thoxisand. 
— ^The  disability  incidence  rate  for  1991  actually  rose  to  4.6  per  thousand. 
— Just  under  two-fifths  of  the  change  in  the  DI  short-range  financial  projections 
j       in  the  1992  Trustees  Report  is  attributable  to  the  experience  in  1991  and  associ- 
I       ated  revisions  in  assumed  future  rates. 

j  Termination  Rates  for  DI  Beneficiaries 

The  third  major  factor  cited  in  the  1992  Trustees  Report  for  the  worsening  condi- 

I  tion  of  the  DI  Trust  Fund  is  the  disability  termination  rate.  This  rate  reflects  the 
percentage  of  disability  beneficiaries  each  year  who  have  their  benefits  converted  to 
retirement  benefits  because  they  reach  age  66  or  whose  benefits  end  because  of 
medical  recovery,  return  to  work,  or  death. 

Disability  termination  rates  have  been  relatively  low  since  the  mid-1980*s.  Prior 
to  the  1992  report,  the  Trustees  had  assimied  that  these  rates  would  rise  somewhat, 
to  about  the  levels  the  program  had  experienced  during  the  mid-to-late  1970's.  The 

j  termination-rate  experience  of  1988-1991,  however,  prompted  revisions  in  our  short- 
range  actuarial  estimates  to  more  adequately  take  account  of  the  downward  trend. 
The  revised  estimates  reflect  more  accurately  the  downward  trend  in  termination 
rates  due  to  death  and  attainment  of  age  65,  which  are  caused,  in  part,  by  the  lower 
average  age  of  new  beneficiaries. 

The  presence  in  the  workforce  of  the  post- World  Weur  II  "babv  boom"  generation, 
those  bom  between  the  mid-1940's  and  the  mid-1960's  has  had,  and  will  continue 
to  have,  a  nimiber  of  effects  on  the  DI  program. 

— ^Increasing  numbers  of  babv  boomers  are  reaching  the  age  at  which  they  are 
more  likeljjr  to  become  disabled.  The  first  members  of  this  generation  are  now 
in  their  mid-40s,  and  the  rest  will  follow  over  the  next  2  decades.  This  situation 
will  contribute  to  a  slow  but  steady  increase  in  the  portion  of  the  population 
that  is  at  the  age  where  the  incidence  of  disability  rises. 

— ^The  size  of  the  baby  boom  cohort  already  has  affected  the  DI  program,  contrib- 
uting to  a  general  lowering  of  the  average  age  of  disability  beneficiaries.  Just 
10  years  ago,  the  average  age  of  disabled  beneficiaries  was  over  53;  today,  it 
is  slightly  over  50.  Because  younger  beneficiaries  tend  to  stay  on  the  disability 
rolls  longer,  each  award  leads  to  higher  program  costs  than  would  be  the  case, 
on  average,  for  an  older  disability  beneficiary. 

Other  factors  involved  in  the  decline  in  termination  rates  are: 

— ^the  relatively  small  size  of  the  age  cohort  for  those  bom  between  1920-1926, 
I  when  birth  rates  were  quite  low,  which  has  resulted  in  declining  age-65  conver- 
I       sion  rates  in  1986-1991; 

— beginning  in  1986,  more  awards  to  people  with  mental  impairments  who  tend 
I       to  be  younger  and  physically  healthier; 

i  — declining  termination  rates  under  the  medical  improvement  standard;  and 
!  — ^medical  and  technological  advances  that  increase  life  expectancy. 

j  As  a  result  of  the  recent  declines  in  termination  rates  and  a  better  understanding 
I  of  the  causes  of  the  decline,  the  assumptions  for  future  termination  rates  in  the 
I  short-range  were  revised  downward  in  the  1992  Trustees  Report.  The  actual  experi- 
ence in  1991  and  the  revised  assimiptions  for  the  future  together  account  for  slightly 
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more  than  two-jSfths  of  the  change  in  the  short-range  financial  outlook  for  the  DI  ; 
Tnist  Fund. 

I  would  add,  Mr.  Chairman,  that  all  of  these  trends— for  DI  beneficiaries  to  be  . 
yoimger  on  average,  to  live  longer,  and  for  fewer  of  them  to  leave  the  rolls  under  j 
the  1984  amendments'  medical  improvement  standard— xmderscore  the  importance  ^ 
of  initiatives  designed  to  encoure^e  persons  who  are  disabled  to  receive  rehabilita- 
tion services  and  return  to  work.  f 

In  fact,  SSA  is  undertaking  tests  of  several  new  initiatives  designed  to  increase  i 
employment  opportimities  for  DI  beneficiaries.  One  of  these  initiatives,  called  | 
Project  Network,  is  testing  several  approaches  to  provide  access  to  a  wide  range  of 
rehabiUtation  and  employment  services  needed  for  beneficiaries  to  return  to  work.  | 

RESTORING  THE  FINANCIAL  SOUNDNESS  OF  THE  DI  FUND 

You  asked  about  our  recommendations  concerning  the  best  approach  for  address- 
ing the  imbalance  in  funding  that  is  projected  to  occur  in  the  DI  fund.  As  you  know, 
Mr.  Chairman,  section  709  of  the  Social  Security  Act  re<j[uires  the  Board  of  Trustees 
to  report  to  the  Senate  and  the  House  of  Representatives  when  the  Board  deter- 
mines that  the  assets  of  a  Trust  Fimd  for  any  calendar  year  may  become  less  than 
20  percent  of  that  year's  expenditures. 

On  April  2,  1992,  the  Board  sent  each  House  a  report  indicating  that,  under  the  | 
intermediate  set  of  economic  and  demographic  assumptions  used  in  preparing  the  j 
1992  Tnistees  Report,  the  DI  fund  woidd  oegin  to  decHne  in  1992  and  would  fall  I 
below  20  percent  by  the  beginning  of  1996.  The  Board  of  Trustees  also  indicates  in  | 
its  report  that,  although  the  DI  Trust  Fimd  alone  does  not  meet  the  short-range  test  i 
of  financial  adequacy,  the  OASI  and  DI  Trust  Fimds  combined  pass  the  short-range  1 
test  of  financial  adequacy  by  a  wide  margin. 

The  Board  of  Trustees  estimates  that  under  intermediate  assumptions  about  $39  ' 
billion  in  additional  tax  income  or  reduced  spending  would  be  reqmred  over  the  next 
10  years  just  to  keep  the  balance  in  the  fund  at  20  percent  of  annual  outlays.  Under  [ 
these  same  assumptions,  about  $78  billion  would  be  required  to  restore  and  main-  | 
tain  a  reserve  in  the  DI  ftind  equal  to  100  percent  of  annual  expenditures — the  min-  i 
imum  level  generally  recommended  to  provide  an  adequate  reserve  against  adverse  ' 
contingencies.  j 

In  its  report  on  the  anticipated  shortfall  in  the  DI  fiind,  the  Board  of  Trustees  ] 
indicates  that  a  careful  review  of  the  DI  program  financing  should  be  undertaken 
before  any  specific  legislative  recommendations  are  submitted.  The  Board  has  asked  I 
Secretary  Sullivan  to  conduct  a  carefiJ  analysis  and  to  report  his  findings  later  this  i 
year.  The  Trustees  expect  to  submit  recommendations  to  the  Congress  by  the  end  I 
of  the  year.  ! 

We  want  to  take  advantage  of  the  Board's  earlv  warning  about  the  DI  Trust  Fund  j 
to  consider  fiilly  how  the  financing  issue  should  be  addressed.  Thus,  we  do  not  have  , 
specific  recomendations  at  this  time.  i 

There  are  several  options  for  addressing  the  financial  needs  of  the  DI  Trust  Fimd.  I 
The  financial  inadeauacy  for  the  DI  Tr^t  Fimd  could  be  addressed  in  the  short 
ranffe  through  a  reallocation  of  tax  rates  between  the  OASI  and  the  DI  programs.  I 
Reallocation  has  fi-equently  been  used  in  the  past  to  help  improve  a  trust  fund's  fi-  | 
nancial  status  without  having  to  increase  overall  tax  rates.  In  the  Social  Security 
Amendments  of  1983,  a  substantial  portion  of  the  scheduled  tax  rate  for  DI  was  re-  I 
allocated  to  OASI  to  help  bring  that  trust  fimd  back  into  balance.  Part  of  this  reduc-  I 
tion  in  the  DI  rate  is  to  be  restored  by  a  scheduled  increase  in  the  DI  allocation 
from  .6  percent  to  .71  percent  beginning  in  the  year  2000.  • 

Under  intermediate  assumptions,  about  $78  biUion  in  additional  income  or  re-  I 
duced  spending  would  be  required  over  the  next  10  ^ears  to  restore  and  maintain  | 
a  DI  reserve  equal  to  100  percent  of  annual  expenditures,  the  minimum  level  re-  j 
qvdred  to  provide  an  adequate  reserve  against  adverse  contingencies.  If  we  change 
the  allocation  ratios  in  1993  instead  of  the  year  2000,  income  to  the  DI  trust  ftind  j 
would  increase  by  $49.4  billion  over  the  next  10  years.  If  the  percentage  allocated  ■ 
to  DI  were  increased  to  0.80  percent  beginning  in  1993,  DI  Trust  F\md  revenues 
over  the  next  10  years  would  increase  an  estimated  $104.5  billion.  If  the  percentage  [ 
allocated  to  DI  were  increased  to  0.87  percent  in  three  steps  beginning  in  1993  and  j 
ending  in  the  year  2000,  DI  Trust  Fund  revenues  over  the  next  10  years  would  in-  | 
crease  an  estimated  $141.8  billion.  \ 

Other  alternatives  for  restoring  the  financial  condition  of  the  DI  Trust  Fund  in- 
clude reducing  expenditures  through  program  modifications,  increasing  DI  Trust  ! 
Fund  revenues  in  ways  other  than  reallocation,  or  some  combination  of  revenue  in-  ^ 
creases  and  spending  cuts. 
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DISABILITY  PROGRAM  ISSUES 

Having  discussed  the  1992  Trustees  Report  and  the  reasons  underlying  the  de- 
cline in  the  financial  projections  for  the  Dl  Trust  Fund  between  the  1991  and  1992 
reports,  let  me  turn  now  to  the  implications  of  these  trends  for  the  administration 
of  the  Dl  program. 

The  Dl  program  is  growing  rapidly,  both  in  terms  of  the  number  of  applications 
filed  and  the  number  of  applicants  who  are  found  to  be  eUgible  for  benefits. 

•  In  FY  1991,  initial  Dl  worker  &applications  increased  by  nearly  12  percent 
over  the  FY  1990  level,  to  nearly  1.2  million  appUcations  in  1991. 

•  For  FY  1992,  we  are  projecting  an  increase  of  11  percent  over  the  FY  1991 
level,  to  about  1.3  million  applications  for  Dl  benefits. 

The  tremendous  upsurge  in  the  number  of  apphcations  being  filed  for  Dl  benefits 
exceeded  all  of  the  projections  in  last  year's  Trustees  Report,  and  has  played  an  im- 
portant role  in  drawing  down  the  Dl  Trust  Fund. 

While  we  do  not  know  with  certainty  which  factors  played  the  largest  role,  there 
are  several  factors  that  we  believe  contributed  to  this  recent  grovirth  m  applications. 

•  One  reason  for  the  growth  is  the  economy.  As  the  economy  has  continued  to 
perform  below  levels  assimied  in  last  year's  Trustees  Report,  unemplo3naient 
and  applications  have  risen. 

•  While  most  of  our  SSI  outreach  eflForts  have  been  directed  to  the  potential  SSI 
population,  they  also  resulted  in  increased  Dl  applications.  Many  SSI  applicants 
are  also  eligible  for  Dl  benefits. 

ALLOWANCE  RATE  LEVELS 

Since  the  early  1980's,  the  proportion  of  applications  for  Dl  workers  that  are  ap- 
proved has  gradually  increased.  More  recently,  the  allowance  rate  for  initial  claims 
from  Dl  workers  has  risen  slightly,  fi-om  38  percent  in  1990  to  39  percent  in  1991. 
And,  again,  while  we  cannot  say  with  certaintv  the  extent  to  which  individual  fac- 
tors have  contributed  to  this  increase,  the  following  have  contributed  to  this  in- 
crease: 

•  Some  regulations  have  had  the  effect  of  liberalizing  the  Dl  program.  For  ex- 
ample, effective  in  January  1990,  a  regulation  increased  the  limit  for  determin- 
ing whether  a  person  weis  performing  "substantieJ"  work  ft-om  $300  to  $500. 
This  means  that  people  can  earn  somewhat  more  and  still  be  considered  dis- 
abled. As  a  result,  more  people  qualify  for  benefits. 

•  Legislation  has  been  enacted  which  has  liberalized  the  program.  For  example, 
as  required  in  the  1984  Disability  Amendments,  SSA  revised  the  standards  it 
uses  to  adjudicate  disability  apphcations  based  on  mental  impairments.  These 
new  standards  were  developed  in  consultation  with  recognized  authorities  in 
the  field  of  evaluating  and  treating  mental  conditions.  However,  they  have  had 
the  effect  of  increasing  the  number  of  people  who  qualify  for  Dl  benefits  based 
on  mental  impairments. 

•  Another  factor  is  implementation  of  Federal  court  orders.  SSA  has  imple- 
mented a  number  of  class  action  cases  which  have  required  readjudication  of 
tens  of  thousands  of  claims.  Numerous  other  class  action  cases  are  being  imple- 
mented. 

•  Applications  for  Dl  benefits  based  on  AIDS  have  increased  slowly  but  steadily 
over  the  past  decade,  £m.d  virtually  all  of  these  cases  are  approved. 

•  And  last,  some  of  this  increase  is  attributable  to  State  and  Federal  initiatives 
to  better  manage  the  backlog  of  disability  claims  pending  in  State  offices.  For 
example,  in  many  States,  special  units  have  been  established  to  identify  and  ex- 

Sedite  processing  of  cases  from  people  whose  mediced  conditions  are  obviously 
isabling.  In  addition,  SSA  recently  established  a  procedure  requiring  the  DDSs 
to  give  priority  attention  to  claims  from  people  with  terminal  Ubiesses.  The  tem- 
porary effect  of  these  practices  has  been  to  temporarily  elevate  allowance  rates. 

In  your  letter  of  invitation,  Mr.  Chairman,  you  asked  whether  allowance  rates  are 
too  mgh.  While  we  are  concerned  about  the  effect  of  increasing  allowances  on  the 
pi  Trust  Fund,  we  are  confident  that  the  decisions  being  made  by  the  disability  ad- 
judicators in  the  State  DDSs  are  accurate.  This  confidence  is  based  on  a  ntimber 
of  safeguards  that  were  put  in  place  in  the  1980's: 

•  Before  benefits  are  paid,  we  review  50  percent  of  all  favorable  initial  Dl  deci- 
sions to  make  sure  that  the  decisions  made  by  the  DDSs  are  accurate.  We  tar- 
get cases  involving  medical  conditions  that  are  most  prone  to  adjudicator  error. 
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•  We  review  a  statisticallv  reliable  sample  of  Dl  decisions  made  in  the  DDSs  ! 
and  in  SSA's  disability  adjudicating  components.  This  review  assesses  the  accu- 
racy  of  all  aspects  of  disabiUW  case  processing.  Results  from  this  review  indi-  f 
cate  that  the  accuracy  of  Dl  disability  determinations  remains  consistently 
high — even  in  the  face  of  the  very  hign  workloads  that  we  now  have  in  the  [ 
DDSs.  .  j 

•  The  results  of  our  quaUty  assurance  reviews  indicate  that  the  State  DDSs  1 
continue  to  make  liigmy  accurate  disabihty  determinations.  Our  most  recent  re- 
ports indicate  that  approximately  98  percent  of  the  title  II  allowance  decisions  | 
made  by  the  State  DDSs  are  made  accurately.  I 

As  a  result  of  these  safeguards,  we  believe  our  determinations  are  accurate,  and  [ 
that  only  those  who  meet  the  requirements  of  the  law  qualify  for  benefits. 

coNnNumo  disability  reviews 

Mr.  Chairman,  you  asked  whether  we  are  conducting  an  appropriate  number  of 
continuing  disabUity  reviews  (CDRs).  We  are  limiting  our  CDR  workloads  in  the 
DDSs  to  a  total  of  60,000  cases  for  tliis  fiscal  year.  This  was  a  very  difficult  decision 
because  we  are  keenly  aware  of  the  importance  of  periodically  reviewing  the  medical  | 
condition  of  disabihty  beneficiaries  to  ensure  that  only  those  who  continue  to  be  dis-  j 
abled  receive  benefits.  | 

However,  providing  needed  benefits  to  eligible  applicants  must  remain  our  first  , 
priority.  Tnerefore,  as  initial  applications  have  escalated  over  the  past  few  years,  | 
we  have  targeted  our  resources  on  them  by  limiting  the  number  of  CdRs. 

We  are  looking  at  ways  to  make  the  CDR  evaluation  process  more  efficient,  so  I 
that  those  who  are  no  longer  disabled  can  be  identified  more  quickly.  At  the  same  j 
time,  we  want  to  ensure  me  vast  majority  of  beneficiaries  who  continue  to  be  eligi-  { 
ble  are  not  required  to  go  thi  ou^h  the  same  type  of  comprehensive  review  process  , 
that  is  currently  in  use.  The  decision  to  limit  CfDRs  was  reinforced  by  the  low  ces- 
sation rate  that  we  have  been  experiencing  in  recent  years.  Since  the  medical  im- 
provement review  standard  in  the  1984  amendments  was  implemented,  more  than  i 
95  percent  of  all  individuals  who  undergo  a  CDR  have  their  benefits  continued.  i 

To  accomplish  our  objectives,  we  are  using  new  criteria  for  deciding  when  to  j 
schedule  beneficiaries  for  a  CDR,  which  are  based  on  the  nature  of  the  beneficiary's 
medical  condition,  or  impairment.  Our  intent  is  to  focus  the  CDR  process  more  effec-  j 
tively,  and  the  criteria  are  based  on  the  results  from  over  1  nuluon  CDRs  that  we  j 
have  conducted  since  1986. 

We  are  also  currently  testing  more  efficient  approaches  for  conducting  the  CDR.  I 
As  you  know,  Mr.  Chairman,  a  CDR  starts  with  an  interview  by  one  of  our  field  i 
office  employees  and  requires  a  complete  reevaluation  of  the  beneficiar/s  medical  I 
condition  by  staff  in  the  State  DDS.  The  approach  we  are  testing  in  25  states  in-  | 
volves  the  use  of  a  questionnaire  concerning  the  beneficiary's  current  health  and  j 
whether  he  or  she  has  worked  at  any  time  in  the  recent  past.  Disability  bene-  ^ 
ficiaries  will  be  able  to  complete  the  questionnaires  in  the  privacy  and  convenience  i 
of  their  own  homes  and  mail  the  form  to  us.  j 

When  we  receive  the  questionnaire,  we  will  evaluate  the  response  together  with  | 
beneficiary  information  to  determine  whether  there  is  a  likelihood  that  the  bene-  [ 
ficiar/s  medical  condition  has  improved.  Only  then  will  the  beneficiary  be  asked  to  j 
undergo  a  fidl  medical  CDR.  (Under  the  test,  we  are  completing  full  medical  CDRs  i 
in  every  case.  Thus,  we  can  compare  the  results  of  the  CDR  and  the  questionnaire  j 
so  we  can  refine  our  criteria  and.  make  sure  that  under  the  new  process  only  those  i 
people  requiring  a  full  medical  CDR  imdergo  one.) 

We  expect  to  complete  our  testing  of  this  procedure  and  the  assessment  of  the  re-  i 
suits  in  time  to  implement  an  improved  reviev:  process  before  the  end  of  the  year,  j 
We  believe  that  this  approach  will  enable  us  to  make  the  most  efficient  use  of  our 
administrative  resources  and  be  least  disruptive  to  disabled  beneficiaries.  Prelimi-  i 
nary  results  are  encouraging.  i 

ADEQUACY  OF  SSA's  ADMINISTRATIVE  BUDGET  j 

You  have  asked,  Mr.  Chairman,  whether  we  have  adequate  resources  to  admin-  I 
ister  the  Dl  program.  One  of  my  top  priorities,  and  one  that  is  increasingly  vital  ! 
as  our  disability  workloads  continue  to  grow,  is  to  maintain  resources  for  the  DDSs.  j 
In  fact,  just  as  the  3-year  one-time  special  appropriation  for  Zebley  (SSI  childhood  ii 
disability  cases)  winds  down  next  year,  the  President's  FY  1993  budget  provides  a  j 
10  percent  increase  over  the  FY  1992  appropriation  for  the  DDSs. 

In  comparison,  the  FY  1993  budget  includes  a  6  percent  increase  in  SSA's  total  ji 
administrative  expenses.  Also,  the  mil  $100  million  contingency  reserve  for  FY  1992  j 
has  been  released  by  the  Office  of  Management  and  Budget  (OMB).  These  additional  j 
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I  funds  are  being  used  to  increase  the  number  of  disability  cases  that  are  processed 
I  this  year  by  SSA. 

I  Essentially,  then,  our  challenge  in  the  disability  area  is  to  deal  successfully  with 
a  dramatic  workload  increase  within  the  resource  limits  we  face  under  the  Budget 
Enforcement  Act.  This  requires  us  to  use  oiu*  available  resoiu*ces  accordingly  and 

j  has  required  us  to  make  some  hard  choices  about  our  priorities. 

I      In  response  to  your  cjuestion,  I  ask  that  you  support  the  President's  full  request 
j  for  SSA's  FY  1993  adnunistrative  expenses.  If  we  reach  the  point  where  we  believe 
that  we  need  additional  funds,  we  will  alert  you,  Mr.  Chairman,  and  the  other  ap- 
I  propriate  conmiittees. 

j  CONCLUSION 

I  In  conclusion,  Mr.  Chairman,  we  are  concerned  about  the  financial  condition  of 
the  DI  Trust  Fund.  We  will  work  closely  with  o\ir  colleagues  in  the  Department  of 

j  Health  and  Human  Services  and,  as  appropriate,  with  members  of  the  Board  of 
Triistees  to  develop  alternatives  to  address  the  financial  problems  facing  the  DI 

I  Trust  Fund. 

On  the  administrative  front,  we  are  committed  to  ensuring  that  the  resources 
I   available  to  administer  the  DI  program  are  used  as  effectively  and  efBciently  as  pos- 
sible. We  will  also  do  everything  necessary  to  ensure  that  we  pay  benefits  quickly 
and  accurately  euid  administer  the  discd>ihty  progrcun  in  a  manner  that  is  fair  and 
compassionate. 

Attachment. 
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Responses  of  Commissioner  King  to  Questions  Submitted  by  Senator  Bentsen 

Question  No.  1.  Please  provide  the  Committee  with  vour  views  as  to  what  are  the 
most  significant  causes  or  the  increases  in  disability  allowance  rates  that  are  occxu"- 
ring  at  all  levels  of  adjudication? 
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Answer.  While  we  cannot  say  with  certainty  the  extent  to  which  individual  factors 
have  contrihuted  to  the  increase  in  disabiUty  allowance  rates,  the  following  have  \ 
contributed  to  this  increase:  j 

•  Some  regulations  have  resulted  in  increases  to  the  DI  program.  For  example,  I, 
effective  in  January  1990,  a  regulation  increased  the  limit  for  determining  j 
whether  a  person  was  performing  "substantial"  work  from  $300  to  $500.  This  j 
means  that  people  can  earn  somewhat  more  and  still  be  considered  disabled. 
As  a  result,  more  people  qualify  for  benefits.  } 

•  Legislation  has  been  enacted  which  has  affected  the  program.  For  example,  as  I 
required  in  the  1984  Disability  Amendments,  SSA  revised  the  standards  it  uses  i 
to  adjudicate  disability  applications  based  on  mental  impairments.  These  new  I 
standards  were  developed  in  consultation  with  recognized  authorities  in  the  \ 
field  of  evaluating  and  treating  mental  conditions.  However,  they  have  had  the  j 
effect  of  increasing  the  number  of  people  who  qualify  for  DI  benefits  based  on  ; 
mental  impairments. 

•  Another  factor  is  implementation  of  Federal  Court  orders.  SSA  has  imple-  j 
mented  a  number  of  class  action  cases  which  have  required  readjudication  of  j 
tens  of  thousands  of  claims.  Niimerous  other  class  action  cases  are  being  imple-  | 
mented.  j 

•  Applications  for  DI  benefits  based  on  AIDS  have  increased  slowly  but  steadily  i 
over  the  past  decade,  and  virtually  all  of  these  cases  are  approved. 

•  And  last,  some  of  tliis  increase  is  attributable  to  State  and  Federal  initiatives 
to  better  manage  the  backlog  of  disability  claims  pending  in  State  offices.  For  , 
example,  in  many  States,  special  tmits  have  been  established  to  identify  and  ex-  ' 
pedite  processing  of  cases  from  people  whose  medical  conditions  are  obviously  \ 
disabling.  In  admtion,  SSA  recently  established  a  procedure  requiriM  the  State  i 
disability  determination  services  to  give  priority  attention  to  claims  from  people 
with  terminal  illnesses.  The  temporary  effect  of  these  practices  has  been  to  tem- 
porarily elevate  allowance  rates.  (NOTE:  Since  the  April  27  hearing,  the  disabil- 
ity allowance  rate  has  declined  from  the  rates  that  were  experienced  earlier  in  ' 
the  year.)  ' 

Question  No.  2.  Are  there  data  available,  or  can  you  provide  estimates  of  the  effect  \ 
of  court  decisions  or  agreements  on  class  action  suits  and  of  acquiescence  rulings  i 
on  awards  of  disability  benefits  during  the  past  five  years?  For  example,  can  you 
provide  actual  data  or  estimates  on  the  number  of  individuals  included  in  disability  i 
classes,  the  ntmiber  who  requested  that  their  cases  be  reviewed,  and  the  number  i 
of  awards  resulting  from  these  reviews? 

Answer.  While  we  do  not  have  data  concerning  the  effect  of  ac<3|uiescence  rulings  j 
on  the  overall  incidence  of  disability  in  the  Social  Security  Disability  Insurance  and  i 
SSI  programs,  we  do  have  some  information  concerning  class  action  suits  that  relate  i 
to  the  adjudication  of  disability.  I 

Currently,  there  are  aboxit  50  active  class  actions  that  relate  to  disability.  In  i 
reaching  settlements  in  these  cases,  SSA  has  agreed  to  review  the  disability  claims  1 
of  about  2  million  persons.  So  far,  we  have  reviewed  about  400,000  of  these  cases,  [ 
all  of  which  were  initially  denied,  and  have  awarded  disability  benefits  to  about  j 
50,000  people.  ' 

Question  No.  3.  The  law  provides  that  the  cases  of  individuals  who  receive  disabil-  j 
ity  benefits  and  are  not  considered  to  be  permanently  disabled  should  be  reviewed  j 
every  3  years.  I  understand  that  SSA,  because  of  workload  pressures,  is  not  con-  I 
forrning  to  this  schedule.  Please  provide  the  Committee  with  the  number  of  cases  ' 
that  SSA  has  reviewed  or  currently  plans  to  review  in  each  of  the  years  1990-1993,  \ 
compare  these  with  the  numbers  required  under  a  3-year  review  cycle,  and  estimate  \ 
the  effect  on  benefit  costs  of  failure  to  perform  reviews  on  a  3 -year  cycle.  i 

Answer.  In  fiscal  years  (FYs)  1990-1993,  because  of  the  need  to  devote  resources  I 
primarily  to  higher-than-expected  disability  claims  workload,  we  estimate  that  we 
wiU  have  conducted  slightly  fewer  than  100,000  continuing  disability  reviews 
(CDRs)  per  year.  Under  a  3-year  review  cycle,  we  would  have  conducted  approxi- 
mately 400,000  CDRs  per  year. 

We  also  estimate  that  reduced  administrative  expenses  from  doing  fewer  CDRs 
in  FYs  1990-1993  will  resxilt  in  savings  to  the  disability  insurance  (DI)  trust  fund 
of  about  $1.0  billion.  However,  these  savings  will  be  partially  offset  by  the  estimated 
costs  of  about  $0.7  billion  of  paying  benefits  to  people  who  would  have  been  termi- 
nated from  the  DI  rolls  if  CDRs  had  been  conducted.  Thus,  the  net  financial  effect 
for  this  4-year  period  is  a  smaU  net  savings  of  roughly  $0.3  billion. 

Over  the  long  run,  the  net  cost  to  the  trust  funds  of  not  performing  reviews  on 
a  3-year  cycle  during  the  FYs  1990-1993  would  be  about  $1.4  billion.  We  recognize 
that  this  net  cost  is  a  trade  off,  resulting  from  the  allocation  of  available  resoiu-ces 
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to  processing  initial  claims  at  the  expense  of  continuing  reviews.  If  SSA  processed 
400,000  CDRs  within  current  biidffet  constraints,  the  initial  claims  backlog  could  in- 
crease by  about  320,000  cases,  and  the  average  time  a  disabled  claimant  would  need 
to  wait  for  a  medical  decision  could  increase  by  about  60  days. 

Question  No.  4.  I  realize  that  it  requires  some  time  for  the  actuaries  to  obtain 
operational  data  and  make  estimates,  and  that  the  estimates  contained  in  the 
Trustees  Reports  are  therefore  based  on  data  that  may  not  reflect  the  most  recent 
operational  experience.  What  have  been  the  trends  in  the  first  quarter  of  calendar 
year  1992  for  disabilitv  applications,  awards,  incidence  rates,  ana  other  factors  par- 
ticularly  relevant  to  the  estimation  of  disabilitv  costs?  How  do  these  latest  trends 
conform  with  or  depart  from  those  used  to  produce  the  Trustees  estimates?  On  the 
basis  of  this  latest  experience,  do  you  believe  that  the  alternative  II  estimates  for 
the  Disabilibr  Insurance  program  are  optimistic,  pessimistic,  or  about  right? 

Answer.  The  primary  factors  affecting  the  financial  status  of  the  Disability  Insur- 
ance Trust  Fimd  are  (i)  economic  conditions,  including  the  rates  of  growth  in  real 
Gross  Domestic  Product  (GDP)  and  inflation,  and  the  level  of  unemployment,  (ii)  the 
rate  at  which  insirred  workers  become  disabled  and  qualify  for  Disability  Insurance 
benefits,  and  (iii)  the  rate  at  which  benefits  paid  to  disabled  workers  terminate  as 
a  result  of  recovery,  death,  or  conversion  to  retirement  benefits  at  age  65.  The 
Trustees  Report  projections  are  based  on  assimiptions  concerning  each  of  these  fac- 
tors. 

At  the  time  the  financial  estimates  were  prcpeured  for  the  1992  Trustees  Report, 
actual  data  on  key  economic  factors  were  available  (on  a  preliminary  basis,  in  some 
cases)  through  the  fourth  quarter  of  calendar  year  1991.  Data  on  program  oper- 
ations were  available  througn  the  same  period. 

The  following  table  compares  the  actual  data  for  the  first  quarter  of  1992  with 
the  Trustees  Report  estimates  for  each  of  the  key  factors.  Data  is  shown  for  the 
niunbers  of  benefit  awards  and  terminations,  rather  than  award  and  termination 
rates,  since  such  rates  are  normally  only  calculated  on  an  annual  basis. 


Estlmattd,  based  on  alt«malive 


ActtMl 

1 

II 

III 

Econofnic  factors: 

Growth  In  real  GDP '   

2  2.0% 

1.8% 

0.7% 

-0.5% 

Inflation  rate '   

2.4 

2.5 

3.0 

3.5 

Unemployment  rale  

7.2 

7.0 

7.1 

7.1 

Program  experience: 

Number  of  benefit  awards  to  cHsaUed  workers  

153,800 

130,600 

141,700 

150,600 

Number  of  terminations  of  benefits  to  disabled  wori<ers  

96,100 

101,300 

99,400 

97,400 

^  SMSonally  acfustod^  annualized  rate. 

'PreHmlnafy.  Advance  eeflmate  from  Bureau  of  Economic  AnalyalB. 


As  indicated  in  the  table,  the  rates  of  economic  growth  and  inflation  in  the  first 
quarter  were  both  somewhat  more  favorable  than  assmned  \mder  the  intermediate 
(alternative  II)  assumptions  from  the  Trustees  Report.  The  \memplo3rment  rate, 
however,  was  slightly  less  favorable.  Thus,  the  economic  factors,  which  primarily  af- 
fect tax  revenue  to  the  DI  Trust  Fund,  appear  to  be  doing  slightly  better  overall 
than  assumed. 

On  the  other  hand,  the  actual  number  of  benefit  awards  to  disabled  workers  in 
the  first  quarter  of  1992  was  significantly  greater  than  anticipated,  exceeding  even 
the  alternative  III  assumption.  Some  of  the  increase  is  attributable  to  SSA's  recent 
administrative  efforts  to  accelerate  the  adjudication  of  disability  appUcations  ex- 
pected to  result  in  allowances.  As  such,  the  higher  level  of  awards  may  be  tem- 
porary and  the  longer-term  trend  may  return  to  the  levels  estimated  for  the  Trust- 
ees Report  projections.  If  the  number  of  awards  continues  to  exceed  the  projections, 
however,  the  financial  projections  in  the  Trustees  Report  could  \mderstate  the  ac- 
tual future  cost  of  the  DI  program. 

The  number  of  benefit  terminations  in  the  first  quarter  was  very  close  to  the 
Trustees  Report  projections.  Although  the  actual  number  was  outside  of  the  range 
of  estimates  under  the  alternative  sets  of  assumptions,  the  difference  is  not  suffi- 
ciently large  to  be  of  concern  at  this  time.  Should  the  difference  continue  and  ex- 
pand, however,  the  impact  on  the  financial  projections  could  become  more  signifi- 
cant. 

Overall,  because  of  the  continuing  rapid  increase  in  the  number  of  benefit  awards 
to  disabled  workers,  the  alternative  II  projections  for  the  DI  Trust  Fund  may  prove 
somewhat  optimistic.  Since  the  other  factors  are  reasonably  similar  to  the  alter- 
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native  JI  assumptions  to  date,  it  does  not  seem  probable  that  the  actual  experience 
would  be  as  adverse  as  projected  under  the  alternative  ill  assimiptions.  Due  to  the 
sensitivity  of  the  financial  status  of  the  DI  program  to  these  factors,  and  because 
of  the  current  relatively  low  level  of  DI  Trust  Fund  assets,  it  will  be  necessary  to 
continue  to  monitor  the  experience  of  the  program  closely. 

Question  No.  5.  The  President's  Budget  for  FY  1993  estimates  that  disability 
backlogs  and  processing  times  will  continue  to  crow  in  FY  1992  and  FY  1993.  Since 
that  budget  was  submitted,  OMB  has  released  $100  million  in  contingency  funds  for 
disability  administration.  In  addition,  the  Trustees'  Report  may  be  projecting  less 
favorable  experience  than  was  assumed  in  the  budget.  Given  these  and  other  rel- 
evant factors,  what  is  your  cTirrent  estimate  of  disability  backlogs  and  processing 
times  in  FY  1992-93,  what  would  you  consider  to  be  "normal"  or  "acceptable"  levels, 
and  what  kind  of  increases  in  funding  and  staffing  would  be  required  to  achieve 
these  "acceptable"  levels  by  no  later  than  FY  1994? 

Answer.  We  have  set  a  goal  for  ourselves  in  the  Agency  Strategic  Plan  to  move 
towards  having  a  disability  claim  decision  made  and  initial  payment  made,  or  denial 
issued,  for  the  Disability  Insurance  program  before  the  end  of  the  sixth  month  after 
the  onset  of  disability,  or  within  60  days  of  filing  for  the  benefits,  whichever  is  later. 
For  SSI  blind  and  disabled  claims  the  goal  is  60  days  after  filing  for  benefits. 

With  the  release  of  the  $100  miUion  contingency  funds  in  FY  1992,  SSA  estimated 
that  the  disability  backlog  in  the  Disabihty  State  Agencies  at  the  end  of  September 
1992  would  be  about  963,000  cases — ^including  780,000  initial  claims — representing 
about  16  weeks  work  on  hand.  SSA  also  estimated  that  the  backlog  at  the  end  of 
September  1993  would  be  about  1.4  million  cases — including  about  1.2  miUion  ini- 
tial claims — ^representing  about  23  weeks  work  on  hand.  At  the  same  time,  it  was 
estimated  that  initial  claims  processing  times  would  increase  substantially  from  99 
days  at  the  end  of  FY  1991,  to  127  days  at  the  end  of  FY  1992,  and  189  days  at 
the  end  of  FY  1993.  At  this  time  we  are  unable  to  fiimish  information  for  FY  1994. 

We  are  continuing  to  monitor  the  disability  workloads.  Because  of  the  contingency 
release  and  several  initiatives  we  have  undertaken  in  FY  1992,  the  pending  work- 
loads will  be  lower  than  previously  estimated.  At  the  end  of  September  1992,  there 
were  approximately  678,000  non-Zebley  cases  pending  in  the  Disability  State  Agen- 
cies— ^including  534,000  initial  claims.  This  represented  about  12  weeks  work  on 
hand.  The  average  overall  processing  time  for  (usability  claims  was  about  104  days 
in  August  1992.  While  the  situation  has  unproved  somewhat  in  FY  1992,  pending 
workloads  in  the  Disability  State  Agencies  and  processing  times  at  the  end  of  Sep- 
tember 1993  will  still  be  significantly  higher  than  the  FY  1992  level. 

We  will  do  the  best  we  can  with  the  mnds  available  to  use  in  FY  1993.  For  every 
100,000  additional  cases  that  are  processed  (including  any  related  appeals),  about 
1,0CK)  federal  workyears  and  $100  million  for  SSA  and  the  Disability  State  Agencies 
are  needed. 

Question  No.  6.  In  its  "section  709"  letter  of  April  2,  the  Board  of  Trustees  states 
that  it  has  asked  the  Department  of  Health  and  Human  Services  to  undertake  a 
careful  analysis  of  the  disability  program.  The  Board  will  use  this  analysis  to  de- 
velop appropriate  recommendations  for  statutoir  changes  to  the  Disability  Insur- 
ance program  which,  according  to  the  letter,  will  be  simmitted  to  the  Congress  by 
December  31,  1992.  Are  you  charged  with  actually  conducting  this  analysis?  Can 
you  tell  us  where  it  stands  and  when  you  expect  it  to  be  completed?  WiU  this  pro- 
vide sufficient  time  for  Board  to  formulate  its  recommendations  and  report  to  the 
Congress  by  the  end  of  the  year? 

Answer.  The  report  fi'om  the  Board  of  Trustees  to  Congress,  required  under  sec- 
tion 709  of  the  Social  Security  Act,  indicates  that: 

♦  Based  on  the  intermediate  estimates  in  the  1992  Trustees  Report,  the  assets  of 
the  DI  Trust  Fund  would  be  below  20  percent  of  annual  expenditures  at  the 
beginning  of  1996  and  would  become  exhausted  in  1997  in  the  absence  of  correc- 
tive legislation. 

♦  Legislative  changes  that  improve  the  short-range  financial  status  of  the  DI  pro- 
gram by  at  least  $40  bilHon  over  the  next  10  years  are  likely  to  be  necessary 
to  assure  that  the  assets  of  the  DI  Trust  Fund  do  not  fall  below  the  level  of 
20  percent  of  annual  expenditures. 

♦  The  Board  of  Trustees  believes  that  a  careful  analysis  of  the  DI  program,  in- 
cluding the  allocation  of  the  OASDI  tax  rate  between  QASI  and  DI,  should  be 
undertaken  before  any  legislative  recommendations  are  submitted. 

The  Social  Security  Administration  has  initiated  such  an  analysis.  I  have  ap- 
pointed a  special  SSA  work  group  to  complete  the  analysis  and  expect  the  analysis 
will  be  completed  by  early  October.  We  anticipate  that  this  schediile  will  be  ade- 
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quate  to  allow  the  Board  of  Trustees  to  review  the  analysis  and  submit  rec- 
ommendations for  statutory  adjustments  by  the  deadUne  of  December  31,  1992. 


Prepared  Statement  of  Stan  Kress 

Mr.  Chairman,  Members  of  the  Committee  I  appreciate  the  opportimity  to  appear 
before  you  on  behalf  of  the  National  Coxmcil  of  Disability  Determination  Directors 
(NCDDD).  We  welcome  the  opportunity  to  share  with  you  our  views  on  Disability 
Insurance  (DI)  programatic  issues. 

If  you  look  at  the  number  and  rate  of  disability  allowances  over  the  past  12  years 
you  will  find  that  494,000  people  were  allowed  disability  benefits  in  1975  and 
215,000  were  allowed  in  1982.  Last  vear  a  mid-range  of  389,000  were  allowed  dis- 
ability benefits.  If  you  look  at  the  allowance  rate  it  follows  a  similar  pattern,  with 
67.1%  of  the  applicants  being  allowed  in  1973  and  27.3%  being  allowed  in  1981  and 
1982.  Last  year  the  state  operated  Disabilitjr  Determination  Services  (DDSs)  al- 
lowed 39.2%  of  the  disability  applicants.  This  is  an  increase  of  3%  over  the  past  two 
years.  Most  of  this  increase  can  be  attributed  to  demographic  and  economic  changes 
that  have  occurred  nationwide.  These  changes  have  been  more  dramatic  in  some  re- 
gions of  the  coimtry  than  others. 

In  1987  and  again  in  1988  the  Social  Security  Administration  (SSA)  conducted 
studies  on  the  factors  influencing  DDS  initial  allowance  rates.  A  number  of  demo- 
^aphic  factors  were  found  to  have  high  correlations  in  explaining  the  differences 
in  allowance  rates  between  various  state  DDSs.  Some  of  the  key  factors  were  the 
different  mix  of  cases  fi*om  state-to-state,  i.e^  the  number  of  Title  II  only  claims  vs. 
the  number  of  Title  XVI  only  claims  vs.  the  Concurrent  Title  II/XVI  claims.  In  other 
words,  the  proportion  of  low  income  people  who  were  fotmd  disabled  in  a  given 
state. 

There  has  been  a  surge  in  the  filing  of  new  claims  over  the  past  two  years.  The 
slump  in  the  economy  has  definitely  been  a  factor.  The  fact  tliat  we  have  a  higher 
percentage  of  people  eaminff  lower  incomes  has  created  more  Title  XVI  receipts.  An- 
other significant  factor  in  the  1987  and  1988  studies  was  the  unemployment  rate. 
Once  again,  there  has  been  a  rise  in  the  rate  of  tmemplo3rment,  as  well  as  a  rise 
in  the  number  of  people  who  are  no  longer  looking  for  work  or  are  homeless.  This 
also  brings  about  nigher  filing  rates.  This  is  because  the  first  people  layed  off  are 
those  who  are  the  least  productive  due  to  physical  or  mental  impairments.  Tlie  per- 
cent of  people  filing  for  disability  historically  impacts  on  allowance  rates  by  generat- 
ing a  decreasing  allowance  rate.  However,  this  factor  does  not  seem  to  have  nad  the 
usual  impact  over  the  past  two  years.  However,  just  as  most  of  the  differences  in 
allowance  rates  between  states  could  be  explained  by  the  differences  in  demo- 
grajphics,  most  of  the  recent  changes  in  national  allowance  rates  can  also  be  ex- 
plamed  using  these  same  factors. 

Key  factors  not  addressed  in  the  SSA  studies,  because  of  a  lack  of  available  data, 
were  the  health  of  state  populations  and  the  impact  of  not  having  adequate,  avail- 
able, affordable  health  care  for  significant  portions  of  the  population.  The  absence 
of  adecjuate  access  to  health  care  may  signincantly  motivate  an  incUvidual  to  file  for 
disability  benefits  if  the  benefits  also  provide  access  to  health  care.  We  feel  these 
are  irnportant  factors  that  are  difficult  to  measure  but  important  nonetheless.  If  we 
had  adequate,  reliable  data  in  these  areas,  there  is  little  doubt  it  would  substantiate 
additional  portions  of  the  allowance  rate.  Overall,  these  demographic  and  economic 
changes  would  appear  to  have  impacted  actuarial  projections  for  the  DI  program. 

The  answer  to  the  question,  "Why  have  DI  allowance  rates  risen?"  contains  sev- 
eral facets.  I  have  addressed  part  of  that  question  while  discussing  demographic  and 
economic  changes  of  the  recent  past.  Other  factors  also  influence  the  allowance 
rates.  Hie  Courts  have  mandated  changes  in  the  Continuing  Disability  Review 
(CDR)  process,  in  the  psychiatric/mental  area  and  the  childhood  listings  (Zebley 
Court  Case).  Tlie  1984  amendments  have  been  implemented.  SSA  has  in  the  past 
two  years  responded  to  the  public's  wishes  and  made  chaises  in  how  widows  and 
widowers  are  evaluated,  speeded  up  the  disability  process  for  HIV/AIDs  claimants, 
started  an  outreach  program  for  the  homeless  and  developed  streamlining  measures 
for  obvious  allowances  to  help  alleviate  the  backlog  of  pending  cases.  These  meas- 
ures coupled  with  the  demographic  and  economic  changes,  have  expedited  the  re- 
ceipt of  fjenefits,  helped  disabled  applicants  get  the  benefits  they  deserve  and  in- 
creased allowances. 

The  "adjudicative  cUmate,"  is  certainly  different  than  it  was  during  the  early  70's 
and  early  80*s.  During  1973-75,  in  the  rush  to  implement  the  SSI  program,  people 
were  put  on  the  roUs  with  little  or  no  objective  mediced  evidence.  Tnere  isn't  much 
doubt  that  during  that  period  some  people  were  put  on  who  could  have  gone  to 
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work.  Ihiring  the  '81-85  time  frame  the  adjudicative  climate  was  one  of  cutting  off 
benefits  for  many  of  the  people  who  were  receiving  them  and  keeping  off  as  many 
of  the  new  applicants  as  possible.  The  climate  of  that  period  didn't  hold  up  in  court 
or  sit  well  with  the  public. 

Have  the  courts  and  public  pressure  taken  the  pendulum  too  far  in  the  other  di- 
rection? Is  the  allowance  rate  now  too  high?  Our  organization  has  not  taken  a  posi- 
tion on  these  issues.  However,  I  think  it  s  safe  to  say  that  you  woidd  get  a  variety 
of  answers  depending  on  who  you  asked.  It's  also  safe  to  say  the  allowances  being 
made  today  are  far  more  "just"  than  were  the  denials  and  cessations  of  the  early 
80*8  or  the  liigh  number  of  allowances  of  the  early  TO's.  Let's  hope  we  learned  some- 
thing from  those  two  periods  and  don't  repeat  either  one  of  them. 

When  you  have  court  mandated  liberalizations  in  CDRs,  psychiatric  cases  and 
children's  cases,  there  is,  undoubtedly,  some  spill-over  into  the  other  areas  of  dis- 
ability. However,  the  DDSs  have  long  been  criticized  for  denying  claimants  who  Ad- 
ministrative Law  Judges  (AL,fs)  later  allowed.  Perhaps  we  are  lust  getting  benefits 
more  uniformly  to  wortliy  applicants  at  an  earUer  stage  of  the  process.  I  would 
guess  that  we  are  closer  to  the  "right  number"  of  allowances  than  we  were  during 
either  of  the  earUer  periods  discussed. 

To  the  question,  "Is  the  Social  Security  Administration  conducting  an  appropriate 
number  of  CDRs?"  The  answer  is,  "NO!" 

There  are  approximately  one  million  CDRs  past  their  scheduled  review  date. 
Forty  percent  of^ these  are  cases  in  which  medical  improvement  is  expected.  If  fund- 
ing was  available  to  process  these  claims,  this  could  produce  a  considerable  savings 
to  the  trust  fund  and  help  offset  the  current  imbalance.  In  a  moment  I  am  going 
to  speak  to  resource  issues  and,  in  case  someone  asks,  "Whv  are  the  CDRs  not  con- 
sidered until  your  last  option,  since  for  every  $1  you  spena  doing  them  you  get  $4 
returned  to  the  trust  fund?;"  our  answer  is,  our  first  prioritjr  must  be  to  give  our 
initial  claimants  adequate  service.  We  don't  believe  it  is  prudent  to  use  our  limited 
resources  to  work  large  numbers  of  CDRs  until  this  has  been  accomplished. 

While  on  the  subject  of  CDRs,  I  would  like  to  briefly  address  the  review  standard 
used  prior  to  the  1984  amendments  and  the  medical  improvement  review  standard 
used  after  the  1984  amendments.  There  is  little  doubt  that  the  standard  used  dur- 
ing the  1981-83  period  was  overly  restrictive  and  residted  in  people  with  significant 
impairments  being  cut  from  the  rolls.  The  new  medical  improvement  standard  is  a 
^ood  one  for  claimants  with  severe  impairments,  with  good  medical  documentation 
m  their  file  and/or  of  advanced  age.  However,  in  the  instances  where  younger  indi- 
viduals were  put  on  with  Httle  medical  evidence  or  for  minor  impairments  it  makes 
it  extremely  difficult  to  remove  these  people  from  the  roUs  even  if  thev  are  capable 
of  returning  to  work.  Perhaps  Congress  should  consider  some  middle  ground  for 
these  cases. 

If  one  of  the  issues  to  be  addressed  by  this  hearing  is  the  question,  "Does  the 
agency  have  adeauate  resouj*ces  to  properly  administer  the  DI  program?,"  the  an- 
swer is  simply;  "NOI" 

A  budget  of  $955  miUion  for  the  FY  *93  administrative  costs  of  the  disability  pro- 
gram of  the  SSA  does  not  represent  a  real  10%  increase.  In  reality,  during  Fi  *92 
the  DDSs  have  been  ftmded  in  the  amount  of  $868  million,  plus  $78  million  from 
the  multi-year  Zebley  Supplemental  Appropriation  and  we  were  allotted  another  $86 
million  from  the  contingency  fund  release.  TTierefore,  in  1992  over  $1  bilUon  will  be 
spent  on  administering  the  disability  program.  The  '93  budget  request  is,  in  fact, 
a  budget  decrease  for  tne  disability  program. 

In  1986  the  pipeline  of  (Usability  cases  was  filled  with  320,000  Americans.  On  the 
average  it  took  about  two  months  to  get  them  a  decision  on  whether  they  would  re- 
ceive benefits  at  the  initial  level.  Today,  there  are  nearly  800,000  claimants  await- 
ing a  decision.  Recently,  clearances  have  been  higher  them  receipts  due  to  Commis- 
sioner Kino's  implementation  of  the  streamlining  initiatives.  However,  we  do  not 
know  how  long  this  can  hold.  Assuming  a  budget  of  $955  million  for  FY  '93,  these 
backlogs  will  grow  to  well  over  a  milhon  by  September,  1993.  SSA  "estimates  that 
the  overall  processing  times  for  disability  claims  will  increase  dramatically  in  FY 
'93."  That  means  people  with  disabilities  will  wait,  on  the  average,  five  to  seven 
months  to  receive  an  initial  disabihty  decision.  In  some  cases  it  wiU  take  over  a 
year.  By  the  time  a  claimant  who  is  denied  at  the  initial  level  pursues  his  claim 
tlirough  the  Administrative  Law  Judge  (ALJ)  level,  literally  prears  wiU  have  passed. 
Thousands  of  the  disabled  will  die,  or  find  themselves  in  dire  straits,  before  their 
claim  for  benefits  is  decided.  When  all  of  this  is  considered,  the  price  tag  on  human 
suffering  becomes  much  more  relevant. 

In  spite  of  staff  and  budget  cuts,  DDSs  have  tried  to  give  good  service.  During 
the  period  1986  through  1990,  the  DDSs  increased  their  production  by  over  30% 
while  the  real  dollars  available  to  service  the  claimants  decreased  by  over  20%.  The 
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years  of  budget  cuts,  coupled  with  more  than  a  30%  increase  in  claims  receipts,  has 
caused  the  disability  proaram  and  it's  claimants  to  suffer.  Service  at  the  level  pos- 
sible with  the  projected  mnds  for  FY  *93  is  simply  not  acceptable.  Americans  with 
disabilities  deserve  better. 

I  don't  tliink  there  is  much  disagreement  that  Social  Security  and  the  DDSs  have 
been  underfunded  the  past  several  years.  Nor  is  it  debatable  that  this  underfunding 
is  impacting  growing  numbers  of  disabled  and  aged  persons.  With  your  permission 
1  woiud  like  to  detail  my  projections  for  adequate  financing  for  the  DDSs  for  FY  '93, 
financing  that  wotdd  stop  the  growth  in  pending  disability  cases  and  the  deteriora- 
tion of  service.  I  would  also  like  to  outline  what  it  will  tedce  to  begin  to  repair  the 
damage  created  bv  the  1986-1990  reductions. 

In  order  to  understand  my  projections  for  what  I  think  the  budget  for  disability 
cases  shoTild  be  during  FY  '93,  it  would  be  helpful  if  I  spelled  o\it  my  premises. 

1.  In  FY  *91  the  DDSs  worked  2,556,147  cases  at  an  average  cost  of  $344.52. 

2.  The  FY  '92  budgeted  cost  of  $321/ca8e  is  unreasonable  and  iinrealistic  in  view 
of  last  year's  costs.  (Part  of  the  contingency  fund  release  will  go  to  make  up  this 
short-fall.) 

3.  An  inflationary  factor  of  4%  was  used  for  determining  reasonable  costs  per  case 
for  FY  '92  and  used  again  in  '93,  i.e.  $358  and  $373. 

4.  The  pending  caseload  in  the  DDSs  is  now  approximately  800,000.  (This  com- 
pares with  320,000  pending  cases  at  the  end  of  FY  '88.) 

5.  Even  with  the  contingency  fund  release,  the  Zebley  Supplemental  Appropria- 
tion and  several  SSA  streamlining  procedures  being  implemented  this  year,  the 
DDSs  will  close  FY  '92  with  more  cases  pending  than  wnen  the  year  began.  The 
pending  will  rise  significantly  under  the  Administration's  budget  during  FY  '93. 
This  will  be  due  to  the  fact  that  receipts  are  far  outstripping  the  budgeted  clear- 
ances. 

6.  The  SSA  actuaries  projected  that  3,281,478  disability  cases  will  be  received  dur- 
ing FY  '92. 

7.  Receipts  of  disability  cases  during  FY  '93  will  be  approximately  3,300,000. 
(233,000  fewer  Zebley  cases  will  need  to  be  worked  in  '93  but  they  will  likely  be 
replaced  by  other  court  cases.  This  estimate  is  based  on  the  FY  '92  actuarial  fig- 
ures.) 

8.  Reduction  of  pending  cases  and  working  an  appropriate  number  of  CDRs  needs 
to  be  a  high  priority. 

9.  The  DDSs  not  yet  modernized  with  up-to-date  electronic  data  processing  (EDP) 
equipment  must  be  modernized  over  the  next  2-3  years. 

10.  The  President's  budget  of  $965  milUon  for  the  DDSs  will  create  such  a  tremen- 
dous backlog  of  cases  that  the  disability  program  will  be  in  danger  of  sinking  from 
it's  own  weight. 

11.  In  response  to  a  (question  posed  by  Representative  Andy  Jacobs  as  to  what  she 
would  do  with  an  additional  $500  million,  Cfommissioner  Gwendolyn  King  responded 
that  an  additional  500,000  cases  could  be  worked,  if  that  amoimt  was  made  avail- 
able. Therefore,  I  assume  the  real  needs  of  SSA  for  FY  *93  is  $5.3  biUion. 

12.  Listed  below  are  our  projections,  first  for  a  status  quo  budget*  second,  a  plan 
for  beginning  to  reduce  the  backlogs;  and  third,  a  plan  that  includes  the  working 
of  CDRs. 

3,300,000  Cases  x  $373  per  case  =  $1,231,000,000  +  $20,000,000  new  EDP  = 
$1,251,000,000  Total. 

If  we  were  to  start  reducing  the  backlog  of  cases  (say  at  the  rate  of  150,000  per 
year). 

3,460,000  Cases  x  $373  per  case  =  $1,287,000,000  +  $20,000,000  EDP  = 
$1,307,000,000  Total 

If  we  were  to  include  an  additional  200,000  backlogged  CDRs  (this  would  result 
in  a  net  savings  to  the  trust  fund). 

3,650,000  Cases  x  $373  per  case  =  $1,362,000,000  +  $20,000,000  EDP  = 
$1,381,000,000  Total 

In  order  to  make  possible  this  level  of  funding,  it  may  be  necessary  to  move  the 
administrative  costs  of  the  Social  Security  Administration  off-budget.  The  NCDDD 
would  support  such  a  move  since  it  would  mean  improved  service  to  millions  of 
Americans. 

Governor  Cecil  D.  Andrus  of  Idaho,  recently  wrote  to  Secretary  Sullivan,  OMB  Di- 
rector Darman,  the  National  Governor's  Association  (NGA)  and  aU  the  other  Gov- 
ernors about  the  "diminishing  quality  of  service  beii^  provided  to  our  most  vidner- 
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able  citizens."  He  went  on  to  say  that  lack  of  proper  funding  " will  resiilt  in  irrep- 
arable harm  to  this  program's  ability  to  deliver  responsive  public  service." 

Since  writing,  Governor  Andrus  has  received  numerous  letters  from  other  Grov- 
emors  expressing  concern  and  offering  to  support  an  action  by  the  NGA  to  encour- 
age and/or  demand  proper  funding  for  the  ajsability  program.  I  offer  a  sample  of 
their  comments:  from  Governor  Howard  Deeui,  M.  D.,  Vermont,  "I  agree  that  dis- 
abled citizens  deserve  better  service  than  they  are  receiving  and  that  we  should  de- 
mand adequate  fimding  for  these  programs  .  .  .  ;"  from  Governor  Stan  Stephens, 
Montana,  '1  agree  with  you  that  the  disability  programs  (of  SSA)  have  been  severely 
underfunded  during  the  past  several  years  .  .  .  Persons  with  disabiUties  in  our 
states  deserve  the  best  possible  services,  .  .  .  from  Governor  Fife  Syinington,  Ari- 
zona, "lack  of  adequate  resources  has  been  a  problem  in  qualifying  eligible  citizens 
.  .  ,  and  from  Governor  Ann  Richards,  Texas,  "Federal  funding  has  lagged  farther 
and  farther  behind  the  need  and  demand  for  assistance,  leaving  growing  numbers 
of  people  with  disabilities  without  the  support  thej  should  be  receiving, 

In  conclusion,  demographic  changes,  the  graymg  of  the  babyboomers,  outreach 
programs  and  the  economic  recession  have  brought  about  a  very  significant  increase 
in  the  DI  application  rates.  The  courts,  the  1984  amendments  and  public  pressure 
have  meuidated  a  changed  adjudicative  climate.  There  is  a  backlog  in  CDRs  that 
need  to  be  worked  and  there  is  insufficient  resources  to  adequately  address  these 
concerns.  The  NCDDD  stands  ready  to  help  this  committee  and  SsA  find  answers 
in  those  areas  that  need  to  be  ad«ire8sed.  We  are  the  ones  on  the  firing  line  and 
we  welcome  the  opportunity  to  be  involved  in  charting  a  course  of  action  for  the  dis- 
ability program. 

Thank  You. 

Attachments. 
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DISABILITY  CUIMS,  TOTAL  CLOSING,  FYS  1989-1991  NATIONAL 


Year 

tntttal 

Recon 

OHAHR 

CDR 

Total 

09/30/88   

321,570 

538,340 
692,803 
794,155 
Approx.  1,000,000 
Approx.  1,400,000 

09/30/89   

306,717 

384,909 
523,468 
632,907 

75,554 

91,706 
113,260 
115,578 

8,630 
87,872 

9,400 
10,709 
11,511 

478,773 

52,325 
45,366 
34,159 

09^30/90  

09/30/91   

04/10/92   

09/3(y92^   

09/30/93  ^   

^  EtthnatM  basMl  on  SSA  budget  docunwnt  for  FY  9a 


TOTAL  RECEIPTS,  FYS  1988-1991,  NATIONAL 


Year 

InMal 

Recon 

OHA  HP 

CDR 

Total 

1989   

1,589,652 

472,551 

69,181 

415,009 

2,546,393 

1990   

1,737,533 

525,689 

69,702 

186,881 

2,519,805 

1991   

2,014,194 

546,294 

73,447 

76,675 

2,710,610 

1992:'  Total  Non-ZeWsy  3,047,602;  ZeWey  233,876   

3,281,478 

'  EsUmatee  based  on  SSA  actuarial  projections  of  01A)8/92. 


NATIONAL  DDS  WORKYEARS  AND  PRODUCTIVITY 


FY 

WYs 

PPWY 

1986   

13,302 
12,502 
11,995 
11,639 
11,168 
11,718 

167.6 
194.9 
209.5 
214.5 
220.4 
217.8 

1987   

1988   

1989   

1990   

1991   
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DDS  FUNDING  LEVELS.  FYS  1986-1992 


FY  1986    $766,206,000 

FY  1987    $741,206,000 

FY  1988    $747,068,350 

FY  1989    $748,000,000 

FY  1990    $754,500,000  (12  million  less  than  1986) 

FY  1991    $841,000,000    (Exclude*    $24.7    million  for 

Zebley) 

FY  1992    $868,000,000  ifixcluden  Zebley  A  Contingency 

Fund  Releane) 


Mvdical  comunwr       Comumer  prtc»  Index 
price  Index  (Urban) 


1986  ;   7.3  2.5% 

1987    7.0  2.9 

1988    6.3  4.1 

1989    72  4.8 

1990    8.6  5.0 

Totals  •86-'90    36.4  19.3 


Simple  addllion,  not  compounded 

ExfflBIT  2 


Calendar  year 

Number  of  Initial 
medical  detsrmlna- 
tions  (In  ttnusands) 

State  wort(y«ars 

Detonnlnationa 
per  woricyear 

(In  tliouMnds) 

IrMal  alow- 
ancee  (In  Ihou- 
eande) 

Substantive 
allowance  rate 

1970  

599.9 

2,600 

23.1 

322.6 

53.8 

1971   

733.6 

3,200 

22.9 

375.9 

51.2 

1972   

697.0 

4,400 

15.8 

380.6 

54.6 

1973   

727.0 

6,300 

11.5 

415.3 

57.1 

1974   

843.6 

10.300 

8.2 

4582 

54.3 

1975   

930.7 

10,100 

9.2 

494.1 

53.1 

1976   

900.6 

9,300 

9.7 

431.4 

47.9 

1977   

897.1 

9,400 

9.5 

382.7 

42.7 

1978   

769.5 

9,600 

8.0 

308.1 

40.0 

1979   

842.6 

9,600 

8.8 

301.3 

35.8 

1980   

7882 

9,700 

8.1 

254.1 

32.2 

1981   

828.7 

10,800 

7.7 

225.5 

27.3 

1982   

788.4 

12,500 

6.3 

214.9 

27.3 

1983   

782.7 

12,900 

6.1 

243.7 

31.1 

19M  

809.7 

12,776 

6.3 

2722 

33.6 

1985   

724.4 

12,807 

5.7 

255.5 

35.3 

1986   

833.4 

13,379 

6.2 

299.6 

35.9 

1987   

684.8 

12,517 

5.5 

245.0 

35.8 

1988   

770.8 

11,963 

6.4 

267.8 

34.7 

1989   

828.0 

11,634 

7.1 

303.8 

36.7 

1990   

884.6 

11,177 

7.9 

333.7 

37.7 

1991   

993.3 

11,738 

8.5 

389.0 

39.2 

1992'   

40.0 

^llvu  March  1992 


Prepared  Statement  of  Senator  Daniel  Patrick  Moynihan 

We  meet  this  morning  for  an  oversight  hearing  of  the  Subcommittee  on  Social  Se- 
curity and  Family  PoUcy  for  the  purpose  of  considering  issues  and  options  related 
to  the  depletion  of  the  Social  Security  Disability^  Insurance  Trust  Fund. 

Just  over  three  weeks  ago,  on  Apnl  2,  the  Social  Security  Board  of  Trustees  sent 
to  the  President  of  the  Senate  and  the  Speaker  of  the  House  a  special  report  on  the 
status  of  the  Disability  Insurance  Trust  Fund.  The  letter  of  transmittal  states  that 
"the  Disability  Insurance  Trust  Fmid  is  expected  to  be  exhausted  in  1997  and  could 
possibly  be  exhausted  as  early  as  1995."  The  Tnistees  urged  legislative  action. 
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This  report  was  submitted  to  Confess  pursuant  to  Section  709  of  the  Social  Secu- 
rity Act.  Section  709  provides  that  if  the  Board  of  Trustees  determines  that  the  re- 
serve in  any  of  the  four  Social  Security  and  Medicare  Trust  Funds  mav  fall  below 
20  percent  of  annual  outlays,  then  the  Trustees  shall  promptly  report  the  situation 
to  Congress  with  recommendations  for  statutory  adjustments.  Section  709  was 
added  to  the  Act  by  the  Socied  Security  Amendments  of  1983,  and  this  is  the  first 
time  the  Trustees  have  had  to  submit  a  report  in  compliance  with  the  provision. 

It  is  hardly  necessary  to  note  the  importance  of  the  disability  insurance  prop-am 
as  a  part  of  om-  Social  Seciuity  system.  The  program  provides  monthly  benefits  to 
3  million  disabled  workers  who  have  paid  contributions  to  the  system  but  are  now 
unable,  by  reason  of  physical  or  mentel  impairment,  to  perform  work  of  any  kind. 
The  disability  insurance  program  was  enacted  in  1956,  but  those  who  erected  our 
Social  Security  system  in  the  1930s  always  viewed  disability  insurance  as  a  desir- 
able and  important  piece  of  the  system  to  be  added  later.  We  act  today  to  ensure 
that  the  disability  insurance  program  will  be  kept  stable  and  that  benefits  will  be 
kept  secTire. 

There  are  a  ntunber  of  factors  to  examine  with  regard  to  the  depletion  of  the  Dis- 
ability Insurance  Trust  Ftmd.  It  appears  that  there  is  a  basic  financial  imbalance 
in  the  way  Social  Security  taxes  are  allocated  between  the  Old-Age  and  Survivors 
Insurance  trust  fimd,  on  the  one  hand,  and  the  Disability  Insurance  trust  ftmd  on 
the  other.  To  some  extent,  this  is  a  consequence  of  our  actions  in  1983,  when  we, 
among  other  things,  shifted  a  portion  of  the  DI  tax  over  to  the  then-ailing  retire- 
ment trust  fund.  The  annual  Trustees  Reports  have  noted  for  some  time  now  that 
we  cotdd  allocate  a  larger  portion  of  Social  Security  taxes  to  the  DI  trust  fund  with- 
out harm  to  the  retirement  trust  fimd.  The  overall  OASDI  tax  rate  is  sufficient  to 
fund  both  programs  for  the  next  45  years. 

It  should  be  noted  that  in  our  bill  to  reduce  Social  Security  contribution  rates, 
S.  11,  we  proposed  a  larger  allocation  to  the  DI  trust  fund,  effective  this  year.  We 
also  proposed  future  increases  in  the  payroll  taxes  dedicated  to  each  trust  fund,  on 
a  traditional  pay-as-you-go  basis,  in  order  to  ensiu'e  the  long-term,  75-year  sound- 
ness of  each  fund  separately.  Under  current  law,  not  even  the  Old-Age  and  Survi- 
vors Insiu*ance  trust  fund  is  adequately  financed  for  the  long-term. 

But  this  unbalance  in  the  tax  allocation  between  trust  funds  is  not  the  whole 
story.  Costs  for  the  disability  program  have  risen  sharply,  as  have  the  Trustees'  es- 
timates for  the  program's  future  outlays.  Most  notably,  last  year's  Trustees  Report 
estimated  the  Dl  tnist  fund  would  be  exhausted  in  2016,  but  in  this  year's  report 
the  estimated  year  of  exhaustion  is  1997,  under  the  intermediate  assumptions. 

This  dramatic  chcmge  in  the  projected  status  of  the  program  is  due  to  revised  as- 
sumptions, based  on  changiiig  program  experience,  regardinff  the  percentage  of  ap- 
plicants who  will  be  found  disabled  and  the  length  of  time  they  will  remain  on  the 
rolls.  In  general  allowance  rates  for  the  DI  program — that  is,  the  nmnber  of  claim- 
ants who  are  allowed  benefits  as  a  percentage  of  total  claimants — have  been  rising 
for  the  past  several  years,  after  falling  to  a  low  point  in  the  early  1980s.  Allowance 
rates  are  now  getting  back  to  where  they  were  in  mid  1970s.  This  may  be  an  appro- 
priate adjustment.  But  we  will  have  to  lie  watchful  if  this  trend  continues. 

Rising  allowance  rates  may  also  be  a  result  of  legislative  and  judicial  changes  in 
the  definition  of  disability,  particularly  with  respect  to  mental  impairments.  The 
economic  recession  may  be  playing  a  role  as  well.  We  generally  expect  more  disabil- 
ity applications  in  times  of  recession,  and  the  recession  may  have  pushed  up  allow- 
ance rates  too. 

We  must  further  consider  the  future  effect  of  the  aging  of  the  population.  The  in- 
cidence of  disability  becomes  higher  as  people  reach  their  SOs,  and  the  baby  boomers 
will  begin  reaching  this  age  bracket  later  in  this  decade. 

Finally  we  must  consider  whether  the  Administration  is  committing  sufficient  re- 
sources to  the  task  of  properly  administering  the  disability  program.  Understaffed 
offices  cannot  be  expected  to  make  the  most  reliable  disability  determinations.  Also, 
it  would  appear  that  the  Social  Security  Administration  has  not  been  conducting  an 
appropriate  number  of  continuing  disability  reviews. 

m  1980,  we  enacted  a  statute  to  reqtiire  the  Administi'ation  to  periodically  review 
the  condition  of  disability  recipients  to  determine  whether  they  were  still  eligible. 
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The  Reagan  Administration  took  this  to  extremes  by  removing  from  the  rolls  hun- 
dreds of  thousands  of  recipients  who  were  still  disabled.  Finally  the  Administration 
was  stopped  by  the  pubUc  outcry  and  Congressional  intervention.  But  now  it  seems 
the  Administration  has  gone  too  far  the  other  way,  and  is  practically  neglecting  to 
conduct  the  reviews  at  all.  So  we  will  hear  testimony  today  on  the  various  economic, 
demographic,  programmatic,  and  administrative  factors  that  are  contributing  to  tliis 
unfavorable  trend  in  disability  financing  and  on  how  we  might  best  deal  with  them. 


Attachment. 
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i  BACKGROUND  INFORMATION  ON  THE  DISABnJTY 

!j    PROGRAMS  OF  THE  SOCIAL  SECURITY  ADMINISTRATION 

j  OVERVIEW  OF  THE  SITUATION 

j|  The  social  security  Disability  Insurance  (DI)  program  is  facing  financial 
I  problems  again.  For  more  than  two  decades  following  its  enactment  in  1956,  the 

program  was  plagued  by  higher  than  expected  costs,  and  its  tax  rates  were 
I  raised  periodically.  However,  with  passage  of  program  reform  amendments  in 
I  1980  and  1983,'  the  trend  appeared  to  be  broken.  The  1983  amendments  cut 
j  the  long-range  tax  rate  for  the  program,  and  for  almost  a  decade,  the  near-  to 
\  intermediate-term  outlook  remained  favorable.  Financial  difficulties  were 
I  projected  for  the  long  run,  but  they  had  more  to  do  with  the  looming 
I  demographic  shifbs  in  society— the  aging  of  society  generally— than  with  anything 

specific  about  the  DI  program  itself.  The  1992  social  security  trustees'  report 

changed  this.^ 

!  The  trustees  now  project  that,  without  corrective  action,  under  pessimistic 
economic  and  demographic  conditions,  the  DI  trust  fund  would  'become 

I  exhausted  in  1995.  Under  their  so-called  intermediate  forecast-the  one  most 
often  viewed  as  the  likeliest  path- the  fund  would  be  exhausted  in  1997.  Even 

I  under  their  optimistic  scenario,  the  fund  would  have  a  reserve  equal  to  less  than 

I  9  months'  worth  of  benefits  throughout  the  1990s. 

Supplemental  Security  Income  (SSD~a  means-tested  income  benefit 
program  for  needy  aged,  blind,  and  disabled  people— is  similarly  experiencing 
rapid  growth.  It  is  not  facing  a  financing  dilemma  like  the  DI  program,  because 
it  is  funded  by  general  revenue  rather  than  pajrroll  taxes,  but  its  rapid  growth 
contributes  to  the  strain  on  the  Government's  deficit-ridden  general  fiind. 

I  These  programs  have  administrative  problems  too.  Caseloads  and  backlogs 
are  rising;  the  average  time  it  takes  to  reach  disability  decisions  is  lengthening; 
and  certain  tasks  to  assure  quality  and  ascertain  continued  eligibility  have  been 
given  lower  priority.  These  problems  are  caused  in  part  by  an  unexpected 
increase  in  applications  and  budget  limits  on  administrative  resources,  but  the 
basic  manner  in  which  the  programs  operate  cannot  be  ignored.  Moreover, 
although  appearing  to  be  separate  and  distinct  from  the  programs'  financial 
problems,  administrative  practices  may  be  a  contributing  factor  to  the  financial 

I  problems. 


Social  Security  Disability  Amendments  of  1980  (P.L.  96-265)  and  the  Social  Seciihty 
Amendments  of  1983  (PX.  98-21). 

^Sodal  Security  Administration.  Office  of  the  Actuary.  1992  Annual  R^rt  of  the  Board  of 
I   Trusteea  of  the  Federal  Old-Age  and  Survivors  Insurance  and  Disability  Insurance  Trust  Funds. 
Apr.  2,  1992. 
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Rising  Awards  and  Declining  Terminations 

The  percent  of  DI  claims  resulting  in  an  award,  or  allowance  rate,  has  risen 
substantially  since  1985.  It  has  risen  at  all  major  stages  of  adjudication:  from 
36  percent  in  1985  to  40  percent  in  1991  at  the  initial  application  stage,  from 
14  percent  in  1985  to  16  percent  in  1991  at  the  reconsideration  stage,  and  from 
55  percent  in  1985  to  69  percent  in  1991  at  the  hearing  stage.^  At  the  same 
time,  terminations  from  the  rolls  have  fallen.  These  changes  are  due  in  part  to 
the  decline  in  the  average  age  of  entry  to  the  DI  program  and  the  increase  in  the 
length  of  time  people  stay  on  the  rolls.  Predictably,  the  rates  of  termination  per 
thousand  disabled  recipients  due  to  death  or  conversion  to  the  social  security 
retirement  program  (which  occurs  automatically  at  age  65)  have  fallen. 
Unpredictably,  however,  the  termination  rate  for  recovery  from  disability  also 
has  fallen,  even  though  people  are  coming  on  at  lower  ages  (and  thus 
presumably  have  a  greater  potential  to  recover). 

Proclivity  Toward  Appeals 

The  way  the  programs  work  has  always  been  controversial,  whether  or  not 
there  were  imminent  financial  problems.  Under  the  law,  the  Social  Security 
Administration  (SSA)  is  responsible  for  the  programs,  but  the  most  important 
decisions-those  that  determine  whether  or  not  someone  has  a  disabling 
condition-rest  mostly  with  State  government  agencies.  These  agencies  work 
under  "agreements"  with  SSA,  but  are  responsible  to  and  report  to  their 
respective  governors.  The  claims  themselves,  if  initially  denied,  may  journey 
through  four  (or  more)  "appeal"  layers,  and  evidence  can  be  introduced  at  almost 
any  time,  even  when  it  may  have  little  to  do  with  the  previous  decisions  that 
were  rendered  on  them.  In  other  words,  in  many  cases  appeals  are  simply  "new" 
application  decisions,  not  reviews  of  prior  determinations.  Moreover,  the 
heaviest  workload  stage  of  decisionmaking,  i.e.,  the  initial  application  stage,  is 
mostly  a  "paper  review"  process  where  claimants  are  rarely  observed  by  a 
disability  decisionmaker.  In  most  instances,  claimants  do  not  see  a 
decisionmaker  until  they  have  been  denied  twice.  Hence,  the  process  encourages 
"appeals,"  and  appeals  lend  themselves  to  attorney  representation. 

Variable  Standards 

The  law  spells  out  a  national  definition  of  disability— that  the  impairment 
is  80  severe  it  precludes  an  individual  from  doing  "substantial"  work-but  the 
inherent  difficulty  of  making  disability  determinations  leaves  considerable  room 
for  interpretation.  As  attorney  representation  has  grown,  class  action  suits 
against  the  agency's  interpretations  of  the  law  have  become  routine,  with  100 
now  p>ending,  and  SSA  has  issued  a  string  of  so-called  "acquiescence"  rulings  in 
which  it  often  abides  by  circuit  court  decisions  only  within  the  jurisdiction  of  the 
court.  The  result  is  that  multiple  disability  standards  are  now  in  operation 
across  the  country.  There  is  no  national  legal  standard  for  disability  when 
different  rules  apply  to  different  groups  of  people  depending  on  whether  they  are 


Allowance  ratee  on  SSI-disability  claims  have  shown  a  similar  pattern. 
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party  to  a  class  action  or  in  what  court  circuits  they  reside.  In  other  words,  a 
person's  afliliation  with  a  court  case  or  where  he  or  she  lives  can  be  the  most 
important  factor  in  whether  he  or  she  will  become  entitled  to  disability  benefits. 

Climate  for  Decisions 

Thus,  the  disability  decisionmaking  process  has  become  increasingly 
complex,  and  when  coupled  with  the  inherent  subjectivity  of  deciding  whether 
an  impairment  prevents  someone  from  working,  it  is  perhaps  not  surprising  that 
the  system  seems,  at  times,  to  lean  toward  allowing  people  benefits,  and,  at 
other  times,  toward  denying  them.  It  may  be  described  as  "lazness"  or 
"administrative  convenience,"  but  the  perspective  that  adjudicators  have  about 
whether  to  allow  or  deny  a  marginal  claim  can  be  influenced  by  pressures  they 
feel  "from  above."  Past  experience  with  the  program  has  led  many  experts  to 
conclude  that  this  so-called  "adjudicative  climate"  influences  program  trends,  and 
may  even  be  the  most  important  factor.  With  awards  and  allowance  rates  rising, 
the  climate  may  have  shifted  again  toward  "erring  on  the  side  of  approval." 

The  Administration  has  an  obvious  and  perhaps  the  largest  role  in  setting 
the  climate  for  disability  decisionmakers.  It  does  so  through  regulations  and 
operational  policy  changes  that  at  times  are  issued  on  a  daily  basis.  The 
influence  of  the  changes  is  often  subtle  and  not  easily  noticed,  even  to  those  who 
design  them,  and  may  sometimes  be  observed  only  after  their  cumulative  impact 
has  emerged.  Workload  pressures  are  thought  by  many  to  be  the  primary 
catalyst  for  changes  in  the  climate.  For  example,  when  SSA  was  given 
responsibility  in  the  early  19708  for  enrolling  former  coal  miners  with 
pneumoconiosis  into  the  Black  Lung  program  and  a  few  years  later  for 
launching  the  SSI  program  and  enrolling  State-aid  recipients  into  it,  allowance 
rates  and  the  accompan5dng  number  of  DI  awards  rose  significantly.  Enrollment 
procedures  were  expedited  and  reviews  of  State-agency  decisions  were  curtailed 
sharply.  At  one  time,  every  State-agency  decision  was  reviewed  by  SSA.  In 
1972,  a  sample  process  was  implemented,  and  the  rate  of  reviews  fell  to  5 
percent.  Speaking  about  the  "massive"  increases  in  SSA's  disability  workloads 
during  this  period,  the  social  security  actuaries  commented  in  a  1977  study: 

tremendous  pressure  [was  placed]  on  the  disability  adjudicators  to  move 
claims  quickly.  As  a  result  the  administration  reduced  their  review 
procedures  to  a  small  sample,  limited  their  continuing  disability 
investigations  on  cases  which  were  judged  less  likely  to  be  terminated, 
and  adopted  certain  expedients  in  the  development  and  documentation 
in  the  claims  process.  Although  all  of  these  moves  mxiy  have  been 
necessary  in  order  to  avoid  an  unduly  large  backlog  of  disability  claims, 
it  is  our  opinion  that  they  had  an  unfortunate  effect  on  the  cost  of  the 
program.^ 


^.S.  Dept.  of  Health,  Education,  and  Welfare.  Social  Security  Administration.  Office  of  the 
Actuary.  Experience  of  Disabled  Worker  Benefits  Under  OASDI,  1965-1974,  by  Frandsco  R.  Bayo 
and  John  C.  Wilkin.  Actuarial  Study  No.  74,  Jan.  1977. 
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Conversely,  when  attention  to  quality  control  was  intensified  in  the  late 
19708,  particularly  to  curtail  inaccurate  awards,  workload  pressures  may  have 
led  to  a  much  tighter  adjudicative  climate.  Under  the  quality  assurance  process 
in  place  then,  a  State-agency  examiner  was  more  likely  to  have  an  award 
questioned  than  a  denial.  When  the  Reagan  Administration  initiated  a  mcgor 
review  of  the  disability  rolls  in  1981,  following  legislation  in  1980  calling  for 
more  examinations,  the  "tighter"  State-agency  climate  set  the  stage  for  a  large 
number  of  terminations.  The  peak  occurred  in  1982  and  1983,  when  more  than 
800,000  reviews  of  disabled  social  security  recipients  were  conducted,  and  almost 
45  percent  of  the  cases  reviewed  were  found  ineligible  at  the  initial  review  stage 
by  the  State  agencies. 

In  the  last  3  years,  circumstances  have  again  changed.  DI  applications  rose 
by  23  percent  between  1989  and  1991,  and  in  1991  applications  were  14  percent 
higher  than  the  annual  average  number  in  1985-1989.  The  number  of  decisions 
rendered  on  initial  claims,  including  those  for  SSI-disability,  rose  from  about  1.4 
million  in  1985  to  more  than  1.8  million  in  1991-a  30-percent  increase,  half  of 
which  occurred  from  1990  to  1991.  However,  in  the  tight  budget  conditions  of 
the  last  6  years,  administrative  resources  to  handle  the  cases  have  lagged,  and 
in  turn  the  backlog  of  pending  claims  and  hearings  has  grown.  SSA  has  taken 
a  number  of  steps  to  deal  with  the  rising  claims  workload.  It  sharply  curtailed 
reviews  of  the  eligibility  of  current  recipients  (in  1991),  and,  in  a  recent  major 
"action  plan"  the  Commissioner  of  Social  Security  transmitted  to  the  field, 
numerous  changes  in  decisionmaking  policies  were  adopted  to  "expedite"  awards. 
Evidentiary  and  documentation  requirements  were  loosened,  selective  reductions 
in  "consultative"  medical  exams  were  permitted,  and  quality  assurance  units 
were  instructed  to  ease  up.^  Hence,  workload  pressures  may  again  be 
influencing  the  adjudicative  climate,  in  a  manner  that,  at  least  on  the  surface, 
resembles  the  "looser  climate"  that  existed  in  the  early  and  mid  1970s. 

Congressional  Actions 

If  a  looser  climate  is  a  factor.  Congress  also  may  have  played  a  role. 
Congress  always  has  reacted  when  backlogs  of  claims  have  built  up  in  SSA's 
disability  programs.  DI  and  SSI-disability  cases  are  among  the  heaviest  forms 
of  congressional  constituent  casework.  As  more  and  more  cases  enter  SSA's 
pipeline  and  the  time  it  takes  to  process  them  lengthens,  constituent  requests 
for  congressional  assistance  increase  and  congressional  inquiries  to  SSA  grow. 
Committees  are  eventually  asked  to  investigate,  and  the  pressure  builds  for  the 
agency  to  expedite  claims.  This  kind  of  pressure  appears  to  be  building  now. 


^emorandiun  from  CommiasioDer  Gwendolyn  King  to  all  Deputy  and  Regional 
Commiaeioners,  Plan  for  Diaability  Program  Jnitiatives-'ACTION.  Jan.  31,  1992.  Quality 
assurance  units  were  told  "to  secure  additional  docvunentation  only  in  cases  when  it  is  likely  that 
such  dociunentation  will  change  the  (State  agency's]  claims  decision,"  and  Federal  qiiality 
reviewers  were  told  that  they  'must  avoid  substituting  their  judgment  for  the  judgment  of 
a4judicating  component  physicians  and  examiners." 
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In  addition,  the  legislation  that  Congress  enacted  in  1984  to  deal  with  the 
disability  termination  crisis  may  now  be  having  a  greater  than  intended 
influence  on  the  program.^  Strong  and  continuous  criticism  was  levied  against 
SSA  over  the  large  number  of  recipients  terminated  from  the  disability  rolls  in 
the  early  1980s.  Numerous  instances  of  wrongfully  terminated  recipients 
received  wide  publicity,  and  many  of  those  terminated  at  the  State-agency  level 
were  subsequently  reinstated  on  appeal  by  SSA's  administrative  law  judges 
(AUs)  and  the  Federal  courts.  ITaus,  congressional  concern  mounted  that 
administrative  "pressures"  to  terminate  were  resulting  in  many  poor  decisions. 
After  2  years  of  intensive  review  of  the  rolls,  the  Administration  imposed  a 
moratorium  on  the  process,  and  in  1984  legislation  was  enacted  changing  the 
rules  for  terminating  benefits.  Under  the  new  rules,  a  recipient  could  be 
removed  from  the  rolls  only  if  his  or  her  condition  had  improved  since  the 
previous  decision.  Simply  put,  the  basic  standard  for  assessing  a  recipient's 
eligibility  changed.  Whether  or  not  the  condition  changed  became  more 
important  than  whether  or  not  the  impairment  currently  precluded  an  individual 
pom  working. 

Very  few  social  security  disability  recipients  were  examined  in  1984  and 
1985  while  the  new  standard  was  being  implemented,  and  when  the  reviews 
resumed  in  1986,  only  5.6  percent  of  the  cases  reviewed  were  terminated.^ 
Since  then,  no  more  than  12  percent  have  been  terminated  in  any  year.  This  is 
much  lower  than  the  40-  to  45-percent  termination  rates  that  existed  in  the 
1977-1980  period  (before  the  termination  crisis  emerged).  The  actual  number 
of  recipients  reviewed  rose  for  a  couple  of  years,  but  was  sharply  reduced  in 
1990  and  1991  because  of  other  workload  pressures.  The  result  has  been  that 
the  number  of  people  dropped  from  the  rolls  in  the  past  5  years  as  a  result  of 
the  reviews  is  lower  than  it  was  in  the  pre-crisis  period,  even  though  the 
number  of  disabled  recipients  was  larger  in  the  more  recent  period. 

Other  changes  enacted  in  1984  also  may  be  contributing  to  the  program's 
recent  growth,  either  directly  or  through  their  effects  on  the  adjudicative 
climate.  The  legislation  required  SSA  to  revise  criteria  for  claims  based  on 
mental  impairments  "to  realistically  evaluate  a  person's  ability"  to  do 
substantive  work  "in  a  competitive  workplace  environment."  It  further  required 
that  the  combined  effects  of  multiple  impairments  be  taken  into  account  when 
none  of  them  alone  is  severe  enough  to  render  a  decision  favorable  to  the 
claimant  (at  least  one  impairment  needed  to  be  severe  under  the  regulations 
that  prevailed  before  the  change).  It  also  codified  existing  criteria  for  evaluating 
"subjective  evidence  of  pain"  (stating  more  or  less  that  the  existence  of  pain 
alone  was  not  sufficient  for  a  finding  of  disability).  None  of  these  provisions 
was  projected  to  carry  significant  cost  for  the  program  when  enacted,  but  it  is 


Social  Security  Disability  Benefits  Reform  Act  of  1984  (P.L.  98-460). 
'Does  not  include  disabled  SSI  recipients  who  only  receive  SSI  payments. 
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possible  that  their  impact  may  have  been  underestimated.*  Awards  based  on 
mental  impairments,  in  particular,  have  risen  substantially  over  the  past  decade, 
and  mental  disorders  now  represent  the  largest  impairment  category  for  new 
awards.  In  1982,  awards  based  on  mental  impairments  represented  11  percent 
of  all  DI  awards;  by  1991,  they  had  risen  to  24  percent.  The  biggest  increase 
occurred  in  1986,  the  year  after  the  criteria  were  revised. 

The  change  in  evaluating  multiple  impairments  and  the  codification  of 
criteria  for  evaluating  pain  both  involve  relatively  "subjective"  aspects  of 
disability  decisionmaking.  Increased  attention  given  to  these  criteria  in 
administrative  policy  issuances  following  their  enactment  in  1984  may  have 
caused  a  greater  degree  of  "leniency"  to  enter  the  equation  in  reaching  decisions 
on  claims  where  multiple  impairments  and  pain  are  alleged."  Although  less 
observable  than  the  impact  of  revision  of  the  mental  impairment  criteria,  these 
changes  also  may  be  contributing  to  the  growth  in  DI  awards. 

Impact  of  the  Courts 

The  Federal  court  system  also  has  to  be  considered  a  possible  source  for  the 
upturn  in  enrollment.  Since  the  early  19808,  the  courts*  influence  over  the 
program  has  been  growing.  Social  security  disability  claimants  always  have  been 
permitted  to  appeal  adverse  decisions  to  the  courts,  and  they  have  and  continue 
to  comprise  a  major  portion  of  the  court  system's  caseload.  The  termination 
crisis  of  the  early  19808  greatly  increased  the  number  of  these  cases  taken  to 
court.  Although  that  caseload  since  has  fallen  back,  attorney  representation  of 
disability  cases  has  grown  at  all  levels  of  adjudication.  With  it,  the  number  of 
challenges  to  the  agency's  interpretation  of  the  law  has  risen,  and  the  list  of 
major  class  action  disputes  between  the  Administration  and  the  courts  continues 
to  grow.  Among  them  are  disputes  dealing  with  the  weight  to  be  given  to 
evidence  furnished  by  a  claimant's  physician,  with  how  pain  is  to  be  evaluated, 
and  with  the  extent  that  functional  limitations  are  to  be  considered  when  the 
medical  condition  alone  is  not  severe  enough  to  render  a  finding  of  disability. 
At  its  highest  level,  the  number  of  individual  cases  pending  before  the  courts 
reached  52,000  in  1984.  Today,  the  pending  workload  stands  at  23,000. 
However,  the  number  of  pending  class  action  suits  stands  at  100,  which  matches 
the  hi^  that  was  reached  during  the  termination  crisis  of  the  early  19808. 
They  all  seek  interpretations  that  are  favorable  to  claimants.  In  addition, 
although  not  as  far  reaching  in  policy  setting  as  the  class  action  suits,  SSA  had 
issued  (as  of  April  12,  1992)  15  "acquiescence"  rulings  dealing  with  disability 
issues  in  which  it  has  changed  its  policies  to  abide  by  circuit  court  rulings 


^E^timatee  of  the  legislation's  potential  impact  on  the  program  were  provided  to  Congress  by 
SSA  and  the  Congressional  Budget  Office  throughout  the  period  in  which  l^islative  remedies  were 
being  debated.  The  impact  of  the  changes  finally  agreed  to  are  contained  in  a  September  18,  19S4 
memorandum  by  Eli  N.  Donkar,  of  SSA'b  Office  of  the  Actuary,  Estimated  Additional  OASDJ 
Benefit  Payments  Under  the  Conference  Agreement  on  HM.  3755. 

Vhile  the  codification  of  criteria  for  evaluating  pain  was  not  in  itself  a  policy  change,  it  may 
have  caused  disability  adyudicators  to  be  more  sensitive,  and  give  greater  wei^t,  to  allegations  of 
pain. 


85 


selectively  (it  does  so  by  applying  them  only  within  the  jurisdiction  of  each 
court).  Ten  of  them  are  still  in  force. 

SSA  said  it  was  unable  to  provide  data  on  the  number  of  claimants  that 
have  been  allowed  into  the  program  as  a  result  of  court  decisions  over  the  past 
few  years.  However,  a  possible  manifestation  of  the  court's  influence  is  the 
increase  in  allowance  rates  occurring  at  the  administrative  hearing  stage.  In 
1986,  SSA's  ALJs  overturned  51  percent  of  the  appeals  they  heard;  by  1991, 
they  overturned  66  percent  of  them.  This  rate  had  hit  66  percent  in  the  midst 
of  the  termination  crisis  10  years  ago,  but  last  year's  66-percent  rate  is  far  above 
the  41-  to  49-percent  rates  that  prevailed  in  the  19708.*°  Some  in  SSA  believe 
that  the  influence  of  court  decisions  has  even  penetrated  the  lower  levels  of 
adjudication,  as  the  States  have  become  sensitive  of  the  extent  to  which  the 
courts  are  altering  SSA's  policies. 

Economic  Conditions 

Changes  in  the  adjudicative  "climate"  are  a  likely  cause  of  the  program's 
recent  growth  trends,  but  the  current  economic  downturn  may  also  be  a  factor. 
The  rise  in  the  number  of  new  DI  claims,  up  23  percent  from  1989  to  1991, 
coincided  with  the  current  recession.  The  rise  in  unemployment  and  layoffs 
during  this  period  may  have  influenced  previously  employed  disabled  workers 
to  file  for  DI.  In  addition,  SSA's  increase  in  the  maximum  amount  of  earnings 
a  person  could  have  and  still  be  considered  for  disability— from  $300  a  month  in 
1989  to  $500  a  month  in  1990-may  have  provided  an  incentive  to  apply  among 
those  who  were  marginally  employed.** 

For  the  8-year  period  before  1990,  DI  applications  remained  relatively  flat, 
hovering  in  a  range  from  1  million  to  1.1  million  claims  per  year.  Thus,  it  does 
not  appear,  at  least  in  the  aggregate,  that  economic  conditions  influenced  the 
program's  growth.  However,  factors  that  affected  certain  regions  of  the  country 
and  sectors  of  the  economy  may  have  caused  the  overall  allowance  and  award 
rates  to  rise.  Mergers  and  acquisitions  displaced  many  workers  in  the  19808, 
and,  while  economic  conditions  on  a  national  level  were  generally  favorable  from 
late  1983  through  1989,  various  regions  of  the  country  suffered  setbacks  from 
time  to  time.  In  other  words,  "regional  recessions"  may  have  played  a  part. 

The  idea  that  regional  economic  conditions  influenced  the  program's  recent 
trends  may  be  reflected  in  the  variances  among  the  Federal  regions  in  allowance 
rates  over  the  past  few  years.  From  fiscal  years  1988  to  1991  the  allowance  rate 


*°Theee  figures  reflect  allowance  rates  for  all  forms  of  cases  brought  before  the  agency's 
ALJB-including  retirement  and  SSI  aged  cases.  The  vast  m^ority  of  cases  brought  to  a  hearing, 
however,  involve  disability  disputes. 

**This  level,  technically  considered  to  be  the  point  at  which  a  person  is  presumed  to  be  able 
to  do  "substantial  gainful  activity"  (SGA)-«Lnd  therefore  not  be  eligible  for  Dl-had  remained 
constant  at  $300  throughout  the  1980b.  Taking  inflation  into  account,  the  "true"  value  of  the  SGA 
level  had  been  eroded  over  the  decade,  and  it  is  possible  that  raising  it  in  199 1  may  have  triggered 
a  spxirt  in  claims. 
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on  initial  DI  ciaimB  in  the  San  Francisco  region  rose  from  40  to  56  percent,  and 
in  the  Seattle  region,  it  rose  from  37  to  52  percent.  For  both  regions,  this 
represents  a  40-percent  increase  in  their  allowance  rates.  In  the  New  York, 
Philadelphia,  and  Denver  regions,  they  grew  by  only  15  percent,  and  in  the 
Boston  and  Atlanta  regions,  they  grew  by  5  percent  or  less. 

On  the  other  hand,  economic  conditions  may  have  little  to  do  with  these 
regional  differences.  They  might  be  related  to  how  policy  changes  are  perceived 
and  adapted  to  within  the  regions.  The  rise  in  the  rate  of  mental  impairment 
awards  represents  the  largest  change  in  the  composition  of  new  awards  over  the 
past  10  years.  Perhaps  the  psychiatric  medical  communities  in  some  regions 
have  adapted  to  SSA's  new  disability  criteria  more  aggressively  than  in  others. 
They  also  could  be  related  to  the  influence  of  district  and  circuit  court  decisions, 
particularly  in  those  regions  seeing  the  heaviest  class  action  activity.  Another 
possibility  is  that  they  are  due  to  regional  variances  in  the  incidence  of  certain 
impairments.  The  AIDS  epidemic,  for  instance,  is  most  pronounced  in 
California,  New  York,  Texas,  Florida,  and  New  Jersey.  Still  another  possibility 
is  that  they  are  the  result  of  how  each  State  reaches  out  to  the  disabled.  Some 
may  be  attempting  to  enroll  their  disabled  populations  into  Federal  programs 
more  vigorously  than  others.  Finally,  they  may  be  related  to  the  operations  of 
the  individual  State  disability  determination  agencies.  Studies  by  SSA  in  the 
past  have  shown  wide  variances  in  the  effectiveness  and  efficiency  of  the  State 
agencies.  Recent  changes—in  management,  turnover  of  employees,  training 
practices,  and  the  like—may  be  at  work. 

In  sum,  the  recent  pattern  of  rising  disability  applications,  awards,  and 
allowance  rates  and  declining  terminations  may  be  the  result  of  many  factors. 
However,  as  yet  there  does  not  appear  to  be  a  clear-cut  explanation  of  what  is 
happening.  The  change  in  the  outlook  for  the  DI  program  provided  in  the  1992 
trustees*  report-from  having  a  program  that  was  potentially  solvent  until  2015 
to  being  solvent  only  until  1997-i8  an  abrupt  one.  However,  on  closer 
examination  this  change  appears  simply  to  be  a  delayed  reaction  to  patterns  that 
have  been  emerging  for  a  number  of  years.  While  the  trustees  offer  no 
explanation  for  the  underljring  causes,  they  have  clearly  identified  significant 
changes  in  the  trend  of  DI  awards  and  terminations,  neither  of  which  would 
appear  to  be  temporary. 


rates  dted  here  do  not  incorporate  the  changes  that  have  occurred  with  "concurrent 
claims,"  Le.,  DI  claims  where  SSI  benefits  were  sou^t  simviltaneously-,  however,  the  regional 
patterns  with  them  are  similar. 
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HOW  THE  PROGRAM  WORKS 

What  Lb  Disability  Insurance  and  What 
Is  Supplemental  Security  Income? 

The  SSA  administers  two  nationai  disability  programs:  the  social  security 
DI  program  and  the  SSI  program.  The  DI  program,  the  larger  of  the  two, 
provides  benefits  to  disabled  workers  under  age  65  (and  to  their  spouses, 
surviving  disabled  spouses,  and  children)  in  amounts  related  to  the  disabled 
worker's  former  earnings  in  covered  employment.  Funding  is  provided  through 
the  social  security  payroll  tax,  a  portion  of  which  is  credited  to  a  separate  DI 
trust  fund  maintained  by  the  Treasury  Department,  and  from  the  revenue 
derived  from  the  income  tax  levied  on  a  portion  of  DI  benefits. 

The  SSI  program  provides  cash  assistance  to  the  needy  aged  as  well  as  to 
the  needy  blind  and  disabled,  many  of  whom  do  not  have  recent  attachment  to 
the  labor  force.  As  a  needs-based  program,  SSI  provides  payments  only  to 
individuals  who  have  very  limited  income  and  assets.  Unlike  DI,  SSI  is  funded 
through  appropriations  from  general  revenues. 

Characteristics  of  the  Programs 

The  DI  program,  enacted  in  1956,  is  similar  in  many  ways  to  the  other 
social  security  cash  benefit  programs,  Old-Age  and  Survivors  Insurance  (OASD- 
Workers  receive  protection  by  working  in  jobs  covered  by  social  security  and, 
like  OASI,  benefits  are  meant  to  replace  income  from  work  that  is  lost  by 
incurring  one  of  the  risks  the  social  program  insures  against.  The  DI  program 
has  4.5  million  recipients,  3.2  million  of  whom  are  disabled  workers.  There  are 
about  3.4  million  SSI  disability  recipients,  accounting  for  69  percent  of  the 
overall  SSI  population.  There  are  about  80,000  blind  SSI  recipients.  About 
three-fourths  of  new  SSI  awards  are  for  disabled  or  blind  recipients. 

Benefits.  Similarly  to  the  way  OASI  benefits  are  computed,  DI  benefits  are 
based  on  the  worker's  past  average  monthly  earnings,  indexed  to  reflect  changes 
in  national  wage  levels  (up  to  5  years  of  low  earnings  are  excluded).  The 
benefits  are  adjusted  annually  for  increases  in  the  cost  of  living,  as  measured  by 
the  index  of  consumer  prices.  Benefits  are  also  provided  to  dependents,  subject 
to  certain  maximum  family  benefit  limits.  They  may  be  offset  if  the  disabled- 
worker  recipient  is  simultaneously  receiving  workers'  compensation  or  other 
public  disability  benefit. 

As  of  January  1992,  the  average  monthly  benefit  for  disabled  workers  was 
$609  and,  for  disabled  workers  with  dependents,  it  was  $1,052.  (See  table  1 
below.)  The  DI  program  cost  $27.8  billion  in  fiscal  year  1991  and,  under  current 
law,  the  Administration  projects  it  will  cost  $30.6  billion  in  fiscal  year  1992. 

In  addition.  Medicare  protection  is  provided  to  disabled  recipients  after  they 
have  been  entitled  to  disability  benefits  for  at  least  24  months. 
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TABLE  1.  Disability  Recipients  and  Average  Benefits,  1991 


Current  payment 

New  awards 

Number  (in 

Average 

Number  (in 

Average 

thousands) 

payment 

thousands) 

payment 

Disabled  workers   3,195 

$609 

536 

$615 

Wives  and  husbands  of  workers    266 

Children  of  disabled  workers    1,052 

153 
168 

73 
318 

155 
156 

Source:  SSA,  Of&ce  of  Reeearch  and  Statistics,  Apr.  1992. 

Under  SSI,  there  is  a  flat  monthly  Federal  payment  standard  of  $422  for 
an  individual  and  $633  for  a  married  couple  with  little  or  no  other  income 
(which  is  supplemented  by  many  States).  As  under  the  DI  program,  benefits  are 
increased  automatically  each  year  to  reflect  changes  in  the  cost  of  living.  The 
actual  payment  to  an  individual  is  determined  by  the  individual's  other  income- 
the  greater  his  or  her  income,  the  lower  the  SSI  payment.  As  of  June  1991,  the 
average  monthly  benefit  of  disabled  SSI  recipients  receiving  federally 
administered  payments  was  $353  a  month. 

Eligibility.  To  be  eligible  for  DI  benefits,  a  worker  must  be  both  "fully" 
and  "disability"  insured-that  is,  have  credit  for  having  worked  in  covered 
emplcjanent  for  a  certain  period  of  time.  In  1992,  a  worker  receives  one 
quarter's  credit  for  each  $570  of  annual  earnings  (up  to  a  maximum  of  four 
quarters).  To  be  fully  insured  for  life,  a  worker  must  have  credit  for  working 
40  calendar  quarters  in  covered  employment.  If  a  person  has  not  worked  40 
quarters,  he  is  still  fully  insured  if  he  has  at  least  1  quarter  of  coverage  for  each 
year  after  1950,  or  if  later,  after  the  year  in  which  he  reached  21,  up  to  the 
onset  of  disability.  To  be  insured  for  disability,  the  worker  must  have  20 
quarters  of  coverage  in  the  40  quarters  preceding  onset  of  disability.  (There  are 
exceptions  for  younger  workers  and  the  blind.)  Currently  122  million  people  are 
insured  for  DI  benefits. 

Under  the  law,  disability  is  defined  as  the  inability  to  engage  in  substantial 
gainful  activity  (SGA)  by  reason  of  a  medically  determinable  physical  or  mental 
impairment  expected  to  result  in  death  or  last  at  least  12  months.  Generally, 
the  worker  must  be  unable  to  do  any  kind  of  work  that  exists  in  the  national 
economy,  taking  into  account  age,  education,  and  work  experience. 

A  person  must  be  disabled  continuously  for  5  full  months  before  he  or  she 
can  receive  DI  benefits.  However,  benefits  may  be  paid  for  the  first  full  month 
of  disability  to  a  worker  who  becomes  disabled  within  60  months  (for  a  disabled 
widow  or  widower  the  period  is  84  months)  after  termination  of  DI  benefits  from 
an  earlier  period  of  disability. 

The  SSI  program  generally  uses  the  same  criteria  for  determining  disability. 
There  are  no  prior  work  requirements,  however,  and  no  waiting  period  for 
benefits.  Instead,  the  individual  must  meet  a  means  test. 
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How  the  Social  Security  Adminicrtration  Operates  the  Programs 

Unlike  the  OASI  program,  which  is  administered  solely  by  Federal 
employees  in  Federal  installations,  the  social  security  and  SSI  disability 
programs  are  administered  both  through  Federal  social  security  offices  and  54 
State  disability  determination  services  staffed  by  State  employees.  These  State 
agencies  are  responsible  for  making  the  medical  determination  of  disability. 
They  operate  under  agreements  ynth  SSA  and  are  fully  reimbursed  for  their 
administrative  expenses  from  the  DI  trust  fund  or,  for  SSI,  general  revenues. 

The  process  begins  at  the  local  district  offices,  where  claimants  apply  for 
entitlement  to  disability  benefits  under  either  the  DI  or  SSI  program.  There  are 
more  than  1,300  district  offices  (including  branch  offices)  throughout  the  United 
States,  and  they  handle  about  2  million  claims  for  social  security  and  SSI 
disability  benefits  each  year. 

Claimants  are  interviewed  to  obtain  relevant  medical  and  work  history  and 
to  see  that  required  forms  are  completed.  The  case  may  be  denied  at  that  point 
because  the  applicant  does  not  have  insured  status  or  is  earning  too  much 
money  from  work  to  qualify  as  "disabled,"  but  otherwise  it  is  forwarded  to  the 
State  agency  for  a  medical  determination. 

The  medical  determination  is  made  on  the  basis  of  evidence  gathered  in  the 
individual's  case  file.  Ordinarily  there  is  no  personal  interview  with  the 
applicant  on  the  part  of  the  State  personnel  who  decide  the  claim.  However,  the 
agency  may  contact  the  individual  if  further  medical  or  vocational  information 
is  needed.  If  medical  evidence  is  insufficient  and  can  be  obtained  no  other  way, 
the  agency  may  request  that  the  individual  undergo  a  consultative  medical 
examination,  which  is  paid  for  by  the  agency. 

When  all  evidence  considered  necessary  to  make  a  decision  has  been 
gathered,  the  case  is  determined  by  the  State  disability  examiner,  in  consultation 
with  a  State-agency  physician  and,  if  necessary,  a  vocational  specialist.  In  all 
cases,  the  decision  must  be  signed  by  the  physician.  Although  this  is  largely  a 
paper  review  of  the  file  and  additional  evidence  that  may  have  been  submitted, 
in  a  few  experimental  cases  a  claimant  may  be  given  a  personal  interview  with 
State-agency  representatives. 

The  claimant  is  then  notified  of  the  decision.  The  average  time  for 
processing  a  DI  claim— from  receipt  of  application  through  the  initial 
determination-was  87  days  in  fiscal  year  1991.  The  average  time  for  processing 
an  SSI  disability  claim  was  104  days.  If  the  claim  is  denied,  the  formal  notice 
indicates  the  reasons  and  advises  the  applicant  of  his  or  her  appeal  rights.  The 
claimant  then  has  60  days  to  file  an  appeal. 

If  the  claim  is  appealed,  it  is  first  reconsidered  by  the  State  agency.  If  the 
claim  is  again  denied,  it  may  be  appealed  to  an  administrative  law  judge  (AU). 
At  this  stage,  the  claimant  can  appear  at  a  hearing  over  which  the  AU  presides. 
If  the  AU  denies  the  claim,  an  additional  appeal  can  be  made  to  SSA's  Appeals 
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Council.  Finally,  if  still  dissatisfied  a  claimant  may  appeal  the  decision  in  a 
Federal  district  court  (or  higher).  Thus,  the  determination  of  whether  an 
individual  meets  the  definition  of  disability  may  involve  five  (or  more)  different 
steps,  including  four  (or  more)  levels  of  appeals. 

The  procedures  in  SSI  disability  cases  are  very  similar.  Under  SSI, 
claimants  may  be  able  to  receive  benefits  based  on  a  finding  of  "presumptive 
disability"  if  their  impairments,  as  reported  by  the  applicant  or  as  observed  by 
the  social  security  district  ofQce  personnel,  are  so  severe  that  a  finding  of 
disability  seems  almost  certain.  Benefits  based  on  presumptive  disability  can  be 
paid  only  if  all  nondisability  eligibility  requirements  have  been  met  and  must 
end  as  soon  as  the  State  agency  makes  its  disability  determination  or  after  6 
months,  whichever  comes  first.  Presumptive  disability  payments  allow  certain 
severely  disabled  needy  individuals  to  receive  assistance  while  the  normal 
medical  evidence  gathering  and  evaluation  procedures  described  above  are  under 
way  in  the  State  disability  determination  service.  They  are  not  subject  to 
repa3aDent,  even  if  the  claimant  is  ultimately  found  not  to  be  disabled. 

In  addition  to  making  the  initial  determination  of  whether  an  individual  is 
disabled,  and  reconsidering  initial  decisions  when  appealed  by  the  claimant. 
State  agencies  also  conduct  continuing  disability  reviews  to  determine  whether 
individuals  should  remain  on  the  disability  rolls. 

The  Federal-State  arrangement  is  unique  among  government  programs. 
State  laws  and  practices  control  most  aspects  of  administration,  and  the 
personnel  involved  are  State  employees  who  are  controlled  by  various 
departments  of  the  State  government.  The  State  agencies  make  determinations 
on  the  basis  of  standards  and  regulations  provided  by  SSA.  The  costs  of  making 
the  determinations  and  other  aspects  of  related  programs  are  paid  wholly  from 
the  DI  trust  fund  in  the  case  of  the  DI  program,  and  from  general  revenues  in 
the  case  of  the  SSI  program.  No  State  funds  are  involved.  The  major 
component  of  the  cost  is  payroll,  with  the  purchase  of  medical  evidence  in  the 
form  of  consultative  examinations  being  the  next  largest  cost. 

The  Secretary  of  Health  and  Human  Services  may,  on  his  or  her  own 
motion,  review  any  determination  by  a  State  agency.  The  law  requires  that  the 
Secretary  review  50  percent  of  the  disability  allowances  and  a  sufficient  number 
of  other  determinations  to  ensure  a  high  degree  of  accuracy. 

The  law  also  provides  that  if  the  Secretary  finds  that  a  State  agency  is 
substantially  failing  to  make  disability  determinations  consistent  with 
regulations,  the  Secretary  shall,  not  earlier  than  180  days  following  his  findings, 
terminate  State  administration.  Determinations  would  then  be  made  at  the 
Federal  level.  The  law  also  allows  the  State  to  choose  to  discontinue 
administration.  The  State  would  be  required  to  continue  to  make  disability 
determinations  for  not  less  than  180  days  after  notifying  the  Secretary  of  its 
intent  to  terminate.  Thereafter,  the  Secretary  would  be  required  to  make  the 
determinations.  No  State  agency  has  ever  been  required  to  turn  its  operations 
over  to  SSA  under  this  authority. 
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How  Disability  Is  Defined  Under  the  Two  Programs 

Under  title  n  of  the  Social  Security  Act  disability  is  defined  as  follows: 
Sec.  223*** 

(d)(1)      The  term  "disability"  means^ 

(A)  inability  to  engage  in  any  substantial  gainful 
activity  by  reason  of  any  medically  determinable 
physical  or  mental  impairment  which  can  be 
expected  to  result  in  death  or  which  fias  lasted  or 
can  be  expected  to  last  for  a  continuous  period  of  not 
less  than  12  months;  or 

(B)  in  the  case  of  an  individual  who  has  attained 
the  age  of  66  and  is  blind  (within  the  meaning  of 
"blindness"  as  defined  in  section  216(i)(l))y  inability 
by  reason  of  such  blindness  to  engage  in  substantial 
gainful  activity  requiring  skills  or  abilities 
comparable  to  those  of  any  gainful  activity  in  which 
he  has  previously  engaged  with  some  regularity  and 
over  a  substantial  period  of  time. 

Thus,  the  determination  of  disability  is  based  not  only  on  the  severity  of 
the  disabling  condition,  but  also  on  its  impact  on  the  individual's  ability  to 
work.  Furthermore,  the  definition  is  met  only  if  due  to  this  impairment  a 
person  is  unable  to  engage  in  any  kind  substantial  gainful  work,  considering  his 
age,  education,  and  work  experience,  that  exists  in  the  national  economy  even 
though  such  work  does  not  exist  in  the  immediate  area  in  which  he  lives,  or 
whether  a  specific  job  vacancy  exists  for  him,  or  whether  he  would  be  hired  if 
he  applied  for  work.  The  determination  must  be  made  on  the  basis  of  medically 
acceptable  clinical  and  laboratory  diagnostic  techniques. 

The  1972  amendments,  which  established  the  SSI  program,  used  this  same 
definition  (although  some  small  changes  were  made  for  SSI  by  the  1980 
amendments  as  to  what  constitutes  SGA).  Thus,  persons  applying  for  disability 
benefits  must  generally  meet  the  same  definition  of  disability  under  both  the 
social  security  DI  program  and  the  SSI  program. 

The  State  agencies,  ALJs,  and  others  involved  in  disability  decisionmaking 
are  instructed  as  to  how  to  apply  the  definition  of  disability  by  detailed  Federal 
regulations,  rulings,  and  administrative  policy  guidelines. 

Medical  Improvement  Standard 

Amendments  in  the  1984  Disability  Benefits  Reform  Act  require  that 
benefits  may  be  ended  for  medical  reasons  only  if  the  Secretary  finds  that  there 
has  been  medical  improvement  in  the  person's  condition  and  that  this 
improvement  enables  the  person  to  engage  in  SGA. 
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How  Disability  Is  Determined 

In  making  the  disability  determination,  the  adjudicator  is  required  to  look 
at  all  the  pertinent  facts  of  a  particular  case.  Current  work  activity,  severity  of 
impairment,  and  vocational  factors  are  assessed  in  that  order.  Detailed 
regulations  set  forth  the  medical  and  vocational  factors  that  must  be  considered, 
and  state  that  when  a  determination  can  be  made  at  any  step,  evaluation  under 
a  subsequent  step  is  unnecessary.  As  a  result,  a  disability  determination  may 
be  based  on  medical  considerations  alone,  or  on  medical  considerations  and 
vocational  factors. 

Step  1:  It  is  first  determined  whether  the  individual  is  currently  engaging 
in  SGA.  Under  present  administrative  practice,  if  an  individual  is  actually 
earning  more  than  $500  per  month  (gross  earnings  minus  certain  impairment- 
related  expenses),  he  is  considered  to  be  engaging  in  SGA.  Earnings  below  $300 
a  month  are  generally  regarded  as  not  constituting  SGA.  Earnings  between 
these  two  amounts  must  be  evaluated  further.  If  it  is  determined  that  the 
individual  is  engaging  in  SGA,  a  finding  is  made  that  the  individual  is  not 
disabled  (and  benefits  are  either  denied  or  terminated)  without  consideration  of 
medical  or  vocational  factors. 

Step  2:  If  an  individual  is  not  engaging  in  SGA,  the  second  step  is  to 
assess  whether  the  individual  has  a  severe  impairment.  Under  the  regulations, 
if  an  individual  is  found  not  to  have  an  impairment  that  significantly  limits  his 
physical  or  mental  capacity  to  perform  basic  work-related  functions,  a  finding 
must  be  made  that  there  is  not  a  severe  impairment  and  that  the  individual  is 
not  disabled.  Vocational  factors  are  not  to  be  considered  in  such  cases. 

Step  3:  If  the  individual  is  found  to  have  a  severe  impairment,  the  next 
step  is  to  determine  whether  the  impairment  meets  or  equals  the  medical 
listings  that  have  been  developed  by  the  SSA  for  use  in  determining  whether  a 
condition  constitutes  a  disability.  If  the  impairment  satisfies  the  12-month 
duration  requirement  and  is  included  in  the  medical  listings— in  which  case  it 
"meets"  the  listings—or  if  the  impairment  is  determined  to  be  medically  the 
equivalent  of  a  listed  impairment-it  "equals"  the  listings-a  finding  of  disability 
must  be  made  without  consideration  of  vocational  factors. 

Step  4:  In  cases  where  a  finding  of  "disability"  or  "no  disability"  cannot  be 
made  based  on  the  SGA  test  or  on  medical  considerations  alone,  but  the 
individual  does  have  a  severe  impairment,  the  individual's  residual  functional 
capacity  and  the  ph3^ical  and  mental  demands  of  his  past  relevant  work  must 
be  evaluated.  If  the  impairment  does  not  prevent  the  individual  from  meeting 
the  demands  of  past  relevant  work,  there  must  be  a  finding  that  the  individual 
is  not  disabled. 

Step  6:  The  final  step  is  consideration  of  whether  the  individual's 
impairment  prevents  other  work.  If  the  individual  cannot  perform  any  past 
relevant  work  because  of  a  severe  impairment,  but  is  able  to  meet  the  physical 
and  mental  demands  of  a  significant  number  of  jobs  (in  one  or  more  occupations) 
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in  the  national  economy,  and  the  individual  has  the  vocational  capabilities 
(considering  age,  education,  and  prior  work  experience)  to  make  an  adjustment 
to  work  different  from  that  performed  in  the  past,  it  must  be  determined  that 
the  individual  is  not  disabled.  If  these  conditions  are  not  met,  there  must  be  a 
determination  of  disability. 

How  the  Appellate  Process  Works 

Reconsideration  by  State  Agencies 

Claimants  whose  applications  are  denied,  as  well  as  recipients  whose 
benefits  have  been  terminated,  have  a  right  to  have  their  claims  reconsidered. 
They  must  file  for  reconsideration  within  60  da3rs  after  receiving  notice  of 
denial.  There  were  502,561  reconsiderations  involving  DI  and  SSI>disability  in 
fiscal  year  1991.  The  reconsideration  decision  is  also  made  by  the  State  agency. 
The  reconsideration  process  is  similar  to  the  initial  decision  process  except  that 
the  claim  is  reviewed  by  a  team  different  from  that  which  made  the  original 
denial.  New  evidence  is  admissible,  as  it  is  at  any  stage  of  appeal  before 
reaching  the  Appeals  Ck)uncil.  If  denied  again,  the  claimant  is  given  notice  and 
advised  of  further  appeal  rights. 

Hearing  Before  an  Administrative  Law  Judge 

If  the  State  agency  reconsideration  team  upholds  the  initial  denial  or 
termination,  the  claimant  may  request  a  formal  hearing  before  an  ALJ  in  SSA's 
Office  of  Hearings  and  Appeals  (OHA).  A  request  for  the  hearing  must  be  filed 
within  60  days  after  receiving  notice  of  the  reconsideration  determination.  This 
request  is  then  forwarded  to  one  of  SSA's  hearing  offices  located  across  the 
Nation  and  is  assigned  to  an  AU.  They  made  289,400  DI  and  SSI-disability 
dispositions  in  fiscal  year  1991. 

The  AU  is  responsible  for  perfecting  the  evidentiary  record,  holding  a  "face- 
to-face"  nonadversary  hearing,  and  issuing  a  decision.  At  the  hearing,  the 
claimant  appears  for  the  first  time  before  a  decisionmaker.  The  AU  may 
request  the  appearance  of  medical  and  vocational  experts  at  the  hearing  and  can 
require  a  claimant  to  undergo  a  consultative  medical  examination.  The  claimant 
may  submit  additional  evidence,  produce  witnesses,  and  be  represented  by  legal 
counsel  or  lay  persons.  There  is  no  charge  for  requesting  a  hearing. 

DI  recipients  whose  benefits  have  been  terminated  for  medical  reasons  (e.g., 
recovery  or  improvement  in  the  medical  condition  that  was  the  basis  for  the 
disability)  can  elect  to  continue  to  receive  benefits  while  their  terminations  are 
being  appealed  to  the  AU  level.  These  benefits  are  subject  to  recovery  as  an 
overpa)maent,  however,  in  the  event  that  the  termination  decision  is  upheld  by 
the  AU. 
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Appeals  Council  Review 

Following  an  ALJ  decision  to  deny  a  claim,  the  claimant  may,  within  60 
days  after  receiving  notice,  request  the  Appeals  Council  to  review  the  decision. 
The  Appeals  Council  is  15-member  body  located  in  OHA.  The  Appeals  Council 
may  deny  or  grant  a  request  for  review  of  an  ALJ  action  or  it  may  remand  the 
case  back  to  an  ALJ  for  further  consideration.  It  may  also  review  any  ALJ 
action  on  its  own  initiative  (commonly  referred  to  as  "own  motion  review") 
within  60  dayB  after  the  date  of  the  ALJ  action.  The  Appeals  Council  review 
represents  the  Secretary's  final  decision  and  is  the  claimant's  last  administrative 
remedy.  There  were  51,800  Appeals  Council  decisions  in  fiscal  year  1991. 

Federal  District  Court 

If  the  Appeals  Council  affirms  the  denial  of  benefits  or  refuses  to  review  the 
case,  further  appeal  may  be  made  only  through  the  Federal  district  courts.  Such 
appeals  have  been  increasing.  Between  1955  and  1970,  the  total  number  of 
disability  appeals  filed  with  Federal  district  couii^  was  slightly  under  10,000 
cases.  At  the  end  of  fiscal  year  1991,  23,000  individual  disability  (DI  and  SSD 
cases  and  100  class  action  suits  were  pending  in  the  Federal  court  system. 

Recent  Statistics  on  Appeals 

Of  the  1,815,646  DI  and  SSI-disability  initial  application  decisions  by  State 
agencies  in  fiscal  year  1991,  42  percent  were  allowed.  Of  the  73,505  Continuing 
Disability  Reviews  (CDRs),  88  percent  were  continued  in  benefit  status.  Of  the 
58  percent  of  the  initial  applications  that  were  denied,  almost  half  (48  percent) 
were  appealed  to  the  reconsideration  level.  Of  these  appeals,  17  percent  were 
allowed.  Of  the  289,400  decisions  ALJs  rendered  in  1991,  66  percent  awarded 
benefits. 

Of  the  12  percent  of  the  initial  CDRs  that  resulted  in  DI  and  SSI-disability 
termination  decisions,  73  percent  were  appealed.  Of  these,  52  percent  were 
reversed  at  the  reconsideration  level.  Of  the  3,000  appeals  of  CDRs  decided  at 
the  ALJ  level,  59  percent  reversed  the  termination  decision. 

In  1991,  97  percent  of  ALJ  decisions  on  social  security  DI  (not  including 
SSI-disabihty)  concerned  appeals  of  initial  denial  of  benefits.  Although  the 
proportion  of  rulings  favorable  to  those  appealing  DI  initial  denials  as  a 
percentage  of  all  decisions  had  fluctuated  in  the  past,  it  did  not  exceed  60 
percent  until  1989.  It  has  continued  to  rise  thereafter.  Approximately  62 
percent  of  initial  denials  were  reversed  in  1989  (that  is,  judged  favorable  to  the 
individual),  66  percent  were  reversed  in  1990,  and  69  percent  were  reversed  in 
1991. 
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How  Disability  Js  Evaluated  and  Monitored  After  Elnrollment 

Vocational  Rehabilitation 

I         The  law  requires  that  the  SSA  refer  applicants  for  social  security  and  SSI 

I  disability  benefits  to  State  vocational  rehabilitation  agencies  for  rehabilitation 

I  services.  Benefits  must  be  withheld  if  an  individual  refuses,  without  good  cause, 
to  accept  such  services.  The  States  are  reimbursed  from  the  DI  trust  funds  for 

I  the  costs  of  rehabilitation  in  cases  where  the  services  are  found  to  have  resulted 

I  in  the  recipient's  performance  of  SGA  for  a  continuous  period  of  at  least  9 

I  months. 

I  Continuing  Disability  Reviews 

Unlike  the  OASI  program,  where  there  is  finality  in  the  basic  condition  of 
eligibility  for  the  worker  (attainment  of  a  certain  age  or  death),  the  condition 
(disability)  on  which  the  DI  program's  basic  eligibility  requirement  is  based  can 
change.  Accordingly,  DI  and  SSI  recipients  are  required  to  report  to  SSA  if  their 
condition  improves  or  they  increase  work  efTort  or  earnings.  Such  reports  can 
I  trigger  a  review  of  their  disability  status,  as  can  the  appearance  of  substantial 
earnings  on  the  recipient's  earnings  record  or  a  report  of  medical  improvement 
I  from  a  vocational  rehabilitation  agency.    Absent  such  information,  SSA 
I  periodically  reviews  individuals  in  cases  where  medical  improvement  is  thought 
to  be  possible. 

When  a  recipient  has  been  selected  for  a  CDR,  he  or  she  is  usually 
contacted  either  by  telephone  or  by  mail.  The  individual  is  asked  a  series  of 
questions  pertaining  to  such  things  as  medical  care  and  treatment,  daily 
activities,  changes  in  condition  (including  ability  to  return  to  work),  and 
'  participation  in  vocational  rehabilitation.  The  individual  is  informed  that  he  or 
she  has  the  right  to  submit  medical  and  other  evidence  for  consideration.  If 
medical  improvement  is  expected,  the  State  agency  seeks  medical  evidence  from 
all  sources  that  have  treated  the  individual  for  at  least  the  preceding  12  months 
before  making  a  decision. 

Periodic  reviews  were  greatly  increased  by  the  1980  disability  amendments, 
which  required  that  the  SSA  reexamine  every  nonpermanently  disabled 
individual  on  the  rolls  for  benefit  eligibility  at  least  once  every  3  years. 
Legislation  enacted  in  late  1982  provided  authority  for  the  Secretary  to  slacken 
the  rate  of  CDRs  mandated  by  the  1980  amendments.  Following  a  public  outcry 
that  the  CDR  process  was  terminating  benefits  unfairly,  the  1984  amendments 
required  that  disability  benefits  could  be  terminated  only  if  the  Secretary  finds 
that  there  has  been  medical  improvement  in  the  person's  condition  and  that  this 
improvement  has  enabled  the  person  to  engage  in  SGA. 

Table  60  provides  information  on  the  number  of  CDRs  conducted  in  1977- 
'  1991.  As  can  be  seen,  the  number  of  cases  rose  dramatically  in  1982  and  1983 
I  as  the  1980  amendments  were  implemented.  While  the  proportion  of  cases 
,  terminated  at  the  initial  stage  of  review  remained  fairly  stable,  this  translated 
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into  a  large  number  of  cessations.  The  decline  in  the  numbers  of  reviews  in 
1984  and  1985  reflects  a  national  moratorium  on  reviews  pending  enactment 
and  implementation  of  the  1984  amendments.  After  the  revised  criteria  on 
terminations  went  into  effect  and  CDRs  again  were  conducted  on  a  full  scale, 
the  rate  of  terminations  has  been  significantly  lower.  From  1987  through  1991 
the  termination  rate  has  ranged  from  9^  to  12.5  percent,  compared  to  the  39- 
to  48-percent  range  in  1977-1984.  Furthermore,  primarily  because  of  demands 
on  resources  to  handle  the  increase  in  initial  claims,  the  number  of  CDRs 
dropped  substantially  in  1990  and  to  a  very  low  level  (45,000)  in  1991.*^ 

Work  Incentives 

Even  if  a  DI  recipient's  medical  condition  has  not  improved,  benefits  can 
be  terminated  if  he  or  she  demonstrates,  by  working,  the  ability  to  engage  in 
SGA.  (In  SSI,  disability  does  not  cease  on  this  basis.)  However,  the  DI  program 
does  have  some  provisions  designed  to  give  some  incentives  to  return  to  work. 
The  law  provides  a  45-month  period  for  disabled  recipients  to  test  their  ability 
to  work  without  losing  their  entitlement  to  benefits.  The  period  consists  of  (1) 
a  "trial  work  period"  (TWP),  which  allows  disabled  recipients  to  work  for  up  to 
a  total  of  9  months"  with  no  effect  on  their  disability  or  (if  eligible)  Medicare 
benefits,  and  (2)  a  36-month  "extended  period  of  eligibility,"  during  the  last  33 
of  which  disability  benefits  are  suspended  for  any  month  in  which  the  individual 
is  engaged  in  SGA.  Medicare  coverage  continues  so  long  as  the  individual 
remains  entitled  to  disability  benefits,  and  depending  on  when  the  last  month 
of  SGA  occurs,  may  continue  for  3  to  24  months  after  entitlement  to  disability 
benefits  ends.  When  Medicare  entitlement  ends  because  of  the  individual's  work 
activity,  but  he  or  she  is  still  medically  disabled,  he  or  she  may  purchase 
Medicare  protection. 

If  recipients  medically  recover  to  the  extent  they  no  longer  meet  the 
definition  of  disability,  disability  and  Medicare  benefits  are  terminated  regardless 
of  the  trial  work  period  or  extended  period  of  disability  provisions.  However, 
persons  who  contest  this  determination  may  choose  to  continue  to  receive 
disability  benefits  (subject  to  recovery)  and  Medicare  benefits  while  their  appeal 
is  being  reviewed,  until  a  decision  is  rendered  by  an  AU. 

Section  1619(a)  of  SSI  law  provides  for  the  continuation  of  cash  benefits  for 
those  SSI  recipients  who  are  receiving  benefits  on  the  basis  of  disability  even  if 
they  are  working  at  the  SGA  level,  as  long  as  there  is  not  a  medical 
improvement  in  the  disabling  condition.  The  amount  of  their  cash  benefits  is 
gradually  reduced  as  their  earnings  increase  until  their  countable  earnings  rsach 


*^Tbe  number  of  reviews  conducted  in  1990  and  1991  are  below  the  numbers  required  by  law, 
which  states  that  recipients  not  having  permanent  disabilities  must  be  reexamined  every  3  years. 

"Only  one  TWP  is  allowed  in  any  one  period  of  disability.  The  TWP  is  completed  only  if  the 
9  months  are  within  a  GO-month  period.  By  regulation,  earnings  of  more  than  $200  a  month 
constitute  "trial  work." 
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the  SSI  "breakeven  point."  In  a  State  with  no  supplementation  this  earned 
income  eligibility  limit  is  $929  per  month  in  1992.  People  who  receive  the 
special  SSI  benefits  continue  to  be  eligible  for  Medicaid  on  the  same  basis  as 
regular  SSI  recipients. 

How  Accuracy  of  Disability  Determinations  Lb  Measured 

To  promote  accuracy  and  consistency  in  the  DI  and  SSI  programs,  SSA  uses 
a  three-tiered  quality  assurance  (QA)  process.  The  first  is  the  requirement  that 
State  agencies  have  internal  QA  programs.  The  second  is  the  review  of  State- 
agency  decisions  by  SSA's  regional  Disability  Quality  Branches,  and  the  third 
fs  SSA  headquarters  staff  review  of  samples  of  the  cases  examined  by  the 
regional  offices. 

States  may  vary  their  approaches  to  quality  assurance  to  suit  their 
particular  needs.  Some  may  randomly  review  all  types  of  decisions.  Others  may 
randomly  review  all  decisions  except  reconsiderations  and  cases  involving  mental 
impairments.  States  usually  use  their  internal  QA  reviews  to  give  accuracy 
ratings  to  examiners  and  examiner  units. 

SSA's  regional  branches  review  decisions  to  assign  accuracy  rates  to  each 
State  agency.  The  reviewers  are  SSA  employees,  while  SSA  contracts  with 
physicians  to  provide  medical  consultation  to  the  reviewers.  The  regional 
I  brsinches  return  cases  to  the  State  agencies  if  they  believe  the  decisions  are 
incorrect  or  the  supporting  documentation  inadequate.  If  a  State  agency 
disagrees  with  SSA's  reasons  for  returning  a  case,  it  may  attempt  to  rebut  SSA's 
position.  If  it  agrees  that  its  decision  was  deficient,  it  changes  the  decision  or 
obtains  additional  evidence  to  support  its  original  decision.  According  to  the 
Greneral  Accounting  Office  (GAO),  in  1990  about  one-half  of  the  QA  returns 
I    result  in  a  change  of  the  original  disability  determination. 

SSA  uses  the  QA  results  to  determine  whether  the  State  agencies  are  at 
least  90-percent  accurate  in  deciding  claims  and  are  properly  documenting  their 
decisions.  (Many  documentational  errors  can  be  corrected  without  changing  the 
decisions.)  If  a  State  agency  fails  to  meet  the  standards  for  two  consecutive 
quarters,  SSA  may  conduct  a  management  review  and  require  corrective  actions. 
SSA's  Office  of  Disability  Program  Quality  also  monitors  consistency  among  the 
regions  by  revievdng  a  sample  of  their  QA  cases. 

Preeffectuation  Review 

The  disability  amendments  of  1980  required  that  SSA  review  65  percent  of 
favorable  DI  decisions  by  the  State  agencies  each  year  before  they  go  into  effect. 
This  "preeffectuation"  review  (PER)  applies  to  favorable  decisions  on  initial 
claims,  on  reconsiderations,  and  on  CDRs.  In  1990,  P.L.  101-508  changed  the 
percentage  of  favorable  State-agency  decisions  that  must  be  reviewed  from  65 

j  

I  *^.S.  General  Accounting  Office.  SSA  Could  Save  Millions  by  Targeting  Reviews  of  State 

i    Disability  Decisions.  Report  GAO/HKD-90-28.  Washington,  Mar.  1990. 
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percent  across  the  board  to  50  percent  of  allowances  (both  initial  allowances  and 
allowances  upon  reconsideration). 

How  the  Programs  Are  Financed 

Like  the  OASI  and  Medicare  Hospital  Insurance  (HD  programs,  the  DI 
program  is  financed  by  the  social  security  payroll  tax  on  covered  workers. 
Approximately  95  percent  of  the  workforce  is  covered  by  the  system.  The  tax, 
which  is  paid  equally  by  employees  and  employers,  is  levied  on  wages  and  self- 
employment  earnings  up  to  a  maximum  level  established  each  calendar  year. 
The  total  social  security  tax  rate  levied  on  the  earnings  of  wage  earners  is  7.65  I 
percent.  This  amount  is  paid  by  both  the  employee  and  employer  so  that  the  I 
total  rate  on  the  earnings  paid  to  workers  is  15.3  percent.    For  the  self-  I 
employed,  the  social  security  tax  rate,  as  credited  to  the  OASDI  trust  funds,  is  j 
15.3  percent,  equal  to  the  combined  employee-employer  rate.  However,  income 
tax  credits  intended  to  provide  equal  treatment  between  employees  and  the  self- 
employed  lower  the  rate  the  self-employed  actually  pay.  The  maximum  amount 
of  earnings  subject  to  tax,  referred  to  as  the  taxable  earnings  base,  in  1992  is  | 
$55,500  for  OASDI,  and  $130,200  for  HI.  (These  amounts  rise  each  year  at  the  i 
same  rate  that  the  average  earnings  in  the  economy  rise.)  When  a  worker's  I 
earnings  reach  this  maximum  level  during  the  year,  the  tax  is  no  longer  | 
withheld.  Table  2  shows  the  social  security  tax  rates  and  taxable  earnings  base  j 
under  current  law  and  how  the  overall  tax  is  distributed  among  the  OASI  and  i 
DI  programs. 

TABLE  2.  Payroll  Tax  Rate  and  Wage  Base  Levels 


Wage  base  Tax  rate  (%)  employer/employee  each 


OASDI 

HI 

Total 

OASI 

DI 

HI 

1992   

55,500 

130,200 

7.65 

5.60 

.60 

1.45 

• 

• 

7.65 

5.60 

.60 

L45 

2000  and  after  . 

• 

• 

7.65 

5.49 

.71 

1.45 

*Subject  to  automatic  increaae. 


Currently,  vrith  a  tax  of  0.6  percent  (employee-employer,  each),  the  DI  i 

program  receives  about  8  percent  of  the  overall  social  security  tax  receipts.  I 

When  the  ultimate  DI  tax  rate  of  0.71  percent  goes  into  effect  in  2000,  the  DI  I 

program  will  be  allocated  about  9  percent  of  overall  receipts.  j 

Like  OASI,  but  not  HI,  the  DI  program  receives  credit  for  the  revenue  from 

the  income  taxation  of  benefits.  Up  to  one-half  of  benefits  may  be  taxable  for  : 

recipients  whose  adjusted  gross  income  plus  one-half  their  social  security  j 
benefits  exceed  $25,000  (single)  and  $32,000  (couple).   About  22  percent  of 

OASDI  recipients  are  affected.  In  calendar  year  1991  the  DI  trust  fund  was  ' 

credited  with  $190  million  from  the  taxation  of  DI  benefits.  It  was  also  credited  ; 

with  about  $1  billion  (3  percent  of  its  total  income)  in  the  form  of  interest  on  | 

the  Treasuiy  securities  it  holds.  i 
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THE  CURRENT  FINANCIAL  OUTLOOK  FOR  DISABILTIY  INSURANCE 

I 

The  responaibility  for  monitoring  the  financial  status  of  the  social  security 
and  Medicare  programs  rests  with  the  social  security  Board  of  Trustees 
i  (comprised  of  the  Secretaries  of  Treasury,  Labor,  and  Health  and  Human 
Services,  and  two  representatives  of  the  public).  In  their  1992  annual  report, 
the  trustees  show  that  the  DI  program  has  deteriorating  finances  and  could 
become  insolvent  in  the  near  future. 

The  trustees*  report  evaluates  the  financial  status  of  the  OASDI  program 
1    under  a  broad  range  of  possible  future  conditions  by  presenting  actuarial 
!    estimates  under  three   alternative   sets   of  economic   and  demographic 
I    assumptions,  labeled  as  optimistic,  intermediate,  and  pessimistic.  The 
"intermediate"  set  of  assumptions  represents  the  trustees'  "best  estimates"  of 
future  economic  and  demographic  conditions.    The  "optimistic"  set  assumes 
relatively  rapid  economic  growth,  low  inflation,  and  favorable  (from  the 
standpoint  of  program  financing)  demographic  conditions.  The  "pessimistic"  set 
assumes  slower  economic  growth,  more  rapid  inflation,  and  financially 
disadvantageous  demographic  conditions. 

I  The  trustees  prepare  both  "short-range"  and  "long-range"  estimates  of  the 

I    financial  and  actuarial  status  of  the  trust  fiinds.  Short-range  estimates  are 

prepared  for  the  next  10  years  (1992-2001).  Long-range  estimates  cover  the  next 
'    75  years,  in  keeping  with  the  long-term  financial  obligations  incurred  by  the 

OASDI  program.  Specific  tests  are  applied  to  evaluate  the  overall  actuarial 
I    status  of  the  program.  There  is  a  short-range  test  of  financial  adequacy  and 

long-range  test  of  close  actuarial  balance. 

Short-Term  Outlook 

I 

The  intermediate  projections  show  that  the  assets  of  the  DI  trust  fund  are 
estimated  to  decline  steadily  from  $12.9  billion  at  the  beginning  of  1992  until 
the  fiind  is  exhausted  in  1997.  Under  the  optimistic  projections,  the  DI  trust 
fiind  would  grow  to  $51  billion  by  2001.  However,  under  the  more  pessimistic 
projections,  the  DI  trust  fund  would  become  exhausted  in  1995. 

The  financial  status  of  the  OASDI  program  during  the  next  10  years  (1992- 
2001)  is  generally  evaluated  by  examining  the  adequacy  of  the  estimated  fiiture 
level  of  trust  fund  assets.  The  ratio  of  trust  fund  assets  at  the  beginning  of  a 
year  to  expenditures  during  the  year  is  termed  the  "trust  ftind  ratio."  The  trust 
fund  ratio  serves  as  the  primary  measure  of  the  fund's  financial  adequacy  in  the 
short  range. 

At  the  beginning  of  calendar  year  1991,  the  assets  of  the  DI  trust  fund 
represented  39  percent  of  annual  expenditures.  During  1991,  DI  income 
exceeded  DI  expenditures  by  $1.8  billion,  resulting  in  an  increase  in  the  trust 
fund  ratio  to  41  percent  at  the  beginning  of  1992.  Under  the  intermediate 
I  assumptions,  income  is  estimated  to  fall  short  of  expenditures  in  1992  and  each 
year  of  the  short-range  projection  period,  thereby  requiring  the  redemption  of 
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Treasury  securities  held  by  the  trust  fund  to  cover  the  shortfalls.  The  assets  of 
the  DI  trust  fund  are  estimated  to  decline  steadily,  and  by  the  beginning  of 
1997,  they  would  represent  only  6  percent  of  annual  expenditures,  barely 
sufficient  to  meet  the  benefit  payments  due  in  the  first  month.  Shortly 
thereafter,  the  low  level  of  assets  would  trigger  advance  tax  transfers  under 
section  201(a)  of  the  Social  Security  Act.  This  posting  of  each  month's  tax 
income  to  the  trust  fund  at  the  beginning  of  each  month  would  postpone  the 
depletion  of  the  trust  fund  for  several  more  months.  Before  the  end  of  1997, 
however,  assets  (including  advance  tax  transfers)  would  become  insufficient  to 
meet  benefit  payments  when  due. 

Under  the  more  favorable  economic  and  demographic  conditions  assumed 
in  the  optimistic  projections,  income  to  the  DI  trust  fund  would  exceed  i 
expenditures  through  the  year  2001.  The  DI  trust  fund  ratio  would  increase 
slowly  during  1992-99,  reaching  55  percent  by  the  beginning  of  2000.  Under  the  j 
less  favorable  conditions  assumed  for  the  pessimistic  scenario,  DI  assets  would 
decline  rapidly  and  would  become  insufficient  to  pay  benefits  when  due  starting 
in  1995. 

These  DI  estimates  represent  a  considerable  worsening  of  the  program's  ' 
financial  outlook  compared  to  the  estimates  shown  in  the  1991  trustees'  report.  I 
That  report  showed  that  under  the  optimistic  and  intermediate  assumptions, 
assets  would  increase  steadily  until  2000,  reaching  $76.8  billion  and  $30.5 
billion,  respectively.  Expressed  in  terms  of  a  contingency  reserve,  the  trust  fund 
ratios  in  2000  were  projected  to  be  174  and  57  percent,  respectively.  However, 
the  1991  report  warned  that  a  combination  of  adverse  economic  conditions  and 
rapid  growth  in  the  number  of  DI  recipients  could  cause  the  DI  trust  fund  to 
become  depleted.  This  was  reflected  in  the  1991  pessimistic  projections,  which 
showed  the  DI  trust  fund  being  depleted  in  1997. 

In  terms  of  the  operations  of  the  DI  trust  fund  over  the  short  range, 
disbursements  are  estimated  to  increase  because  of  automatic  benefit  increases 

and  because  of  projected  increases  in  the  amounts  of  average  monthly  earnings  ' 
on  which  benefits  are  based.   In  addition,  on  the  basis  of  all  three  sets  of 

assumptions,  the  number  of  DI  recipients  is  projected  to  continue  increasing  ' 

throughout  the  short-range  projection  period.   The  projected  growth  in  the  I 

number  of  DI  recipients  is  attributed  to  a  number  of  factors,  including  (1)  ' 

gradual  increases  in  the  number  of  persons  estimated  to  be  insured  for  disability  j 

benefits,  (2)  assumed  increases  in  the  proportion  of  those  insured  who  apply  for  | 

and  are  awarded  disability  benefits,  and  (3)  an  assumed  slight  decline  in  the  { 

proportion  of  disabled  worker  recipients  whose  benefits  cease  each  year  as  a  I 

result  of  death,  recovery,  or  attainment  of  normal  retirement  age.  ' 

Long-Term  Outlook  [ 

I 

Under  the  intermediate  projections,  the  DI  trust  funds  continue  to  have  a 
negative  balance  throughout  the  next  76  years  (the  trust  fund  is  insolvent).  In 
long-range  projections,  income  and  expenditures  are  generally  expressed  as  a  ' 
percentage  of  the  total  amount  of  earnings  subject  to  taxation  under  the  OASDI  | 
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program  (referred  to  as  "taxable  pajrroll").  The  cost  of  the  DI  program  for  the 
next  75  years  under  the  intermediate  assumptions  is  projected  to  be  1.89  percent 
of  taxable  payroll,  whereas  its  income  is  projected  to  be  1.43  percent  of  taxable 
payroll.  The  difrerence--0.46  percent  of  taxable  payroll-is  the  DI  program's 
"actuarial  deficit"  and  represents  24  percent  of  the  cost  rate. 

This  actuarial  deficit  is  sometimes  portrayed  as  the  amount  of  change 
which,  if  made  to  the  payroll  tax  rates  schedule  under  present  law  for  each  year 
in  the  75-year  period,  would  bring  the  program  into  exact  actuarial  balance.  For 
example,  if  the  actuarial  deficit  of  0.46  percent  under  the  intermediate 
projections  were  addressed  by  raising  scheduled  tax  rates  by  0.23  percent  for 
employees  and  employers,  each,  and  by  0.46  percent  for  the  self-employed,  then 
OASDI  assets  at  the  beginning  of  1992,  together  with  income  from  pajrroU  taxes, 
interest,  and  other  sources,  would  be  just  sufficient  to  meet  all  expenditures  for 
the  period.  Of  course  numerous  other  changes  to  tax  rates  or  benefits 
provisions  could  also  eliminate  the  long-range  actuarial  deficit. 

Causes  of  the  Disability  Insurance  Program's  New  Financial  DifHculties 

The  1992  trustees'  report  presents  the  following  discussion  of  the  changes 
in  the  DI  program's  financial  outlook: 

The  proportion  of  insured  workers  who  apply  for  and  are  awarded 
disability  benefits  in  a  given  year  is  referred  to  as  the  'disability 
incidence  rate. "  This  rate  has  fluctuated  substantially  in  past  years  and 
the  causes  for  the  variation  have  not  been  precisely  determined. 
Incidence  rates  increased  during  1970-76,  declined  during  1976-82, 
increased  again  during  1983-85,  and  remained  steady  during  1986-89. 
In  1990  and  1991  the  incidence  rate  resumed  increasing,  with 
unusually  rapid  increases  (on  a  relative  basis)  of  8  percent  and  13 
percent,  respectively. 

The  rapid  increase  in  disability  benefit  applications  and  awards  during 
1990-91  are  thought  to  be  attributable,  in  part,  to  the  rise  in 
unemployment  associated  with  the  recent  slowdown  in  the  economy 
(although  the  evidence  is  somewhat  inconclusive).  Other  explanatory 
factors  may  include  changes  to  the  conditions  governing  receipt  of 
disability  benefits,  as  introduced  through  recent  legislation,  regulations, 
and  court  decisions,  and  increased  awareness  of  the  DI  program  by  the 
public.  It  is  also  possible  that  disability  awards  have  been  processed 
faster  than  denial  decisions,  to  minimize  the  effects  of  the  extremely 
heavy  workload  imposed  by  the  large  increase  in  the  number  of 
applications  for  disability  benefits. 

Although  an  increasing  trend  in  disability  incidence  rates  has  been 
projected  in  past  annual  reports,  the  actual  increases  since  1982  have 
frequently  been  larger  than  expected.  In  particular,  the  experience  in 
1990  and  1991  exceeded  the  assumptions  in  prior  annual  reports  by  a 
wide  margin.  Due  to  the  extreme  variation  exhibited  by  incidence  rates 
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in  the  past  and  the  difficulty  in  determining  reliable  explanatory  factors 
for  this  variation,  any  projection  of  future  incidence  rates  will  be 
necessarily  uncertain.  In  this  report,  with  the  exception  of  Alternative 
I  [optimistic],  disability  incidence  rates  are  assumed  to  increase 
gradually  throughout  the  short-range  period  but  are  not  assumed  to 
return  to  the  highest  levels  experienced  during  the  19708.  Under 
Alternative  I,  incidence  rates  are  assumed  to  decline  slightly  from  the 
level  in  1991. 

The  proportion  ofDI  recipients  whose  benefits  terminate  in  a  given  year 
has  also  fluctuated  significantly  in  the  past.  Over  the  last  20  years,  the 
rates  of  benefit  termination  due  to  death  or  conversion  to  retirement 
benefits  at  attainment  of  normal  retirement  age  have  declined  very 
gradually.  This  trend  is  attributable,  in  part,  to  the  lower  average  age 
of  new  recipients.  The  termination  rate  due  to  recovery  has  been  much 
more  volatile.  Currently,  the  proportion  of  disabled  recipients  whose 
benefits  cease  because  of  their  recovery  from  disability  is  very  low  in 
comparison  to  past  levels. 

In  this  report,  termination  rates  due  to  attainment  of  normal  retirement 
age  are  estimated  to  continue  their  downward  trend  through  about 
2000;  terminations  due  to  death  or  recovery  are  assumed  to  increase 
somewhat  from  their  current  level.  The  aggregate  termination  rates 
projected  under  Alternatives  I  and  II  [intermediate]  are  slightly  higher 
than  the  mx>st  recent  actual  value  for  the  first  few  years,  decline 
gradually  thereafter,  and  are  projected  to  level  off  by  the  year  2001. 
Under  Alternative  III  [pessimistic],  termination  rates  are  projected  to 
continue  declining  gradually  during  1992-99,  before  leveling  off  at  the 
end  of  the  short-range  projection  period.  These  termination  rate 
assumptions  represent  a  substantial  downward  adjustment  from  the 
assumptions  used  in  the  1991  and  prior  annual  reports. 

The  continuing  spread  of  Acquired  Immunodeficiency  Syndroms 
(AIDS)  has  contributed  to  the  recent  increases  in  DI  awards.  *  Due  to 
the  extremely  high  mortality  rates  of  affected  individuals,  the  total 
number  of  disabled  workers  currently  receiving  beneftts  has  increased 
greatly  as  a  result  of  AIDS.  Although  many  aspects  of  AIDS  are  well 
understood,  there  remains  considerable  uncertainty  regarding  future 
medical  advances  and  future  incidence  of  the  disease.  To  reftect  this 
uncertainty,  the  projected  numbers  of  benefit  awards  to  AIDS  patients 
(and  their  projected  longevity)  are  varied  by  alternative.  Under  the 
intermediate  set  of  assumptions,  benefit  awards  to  persons  with  AIDS 
are  projected  to  continue  to  increase  through  1998,  before  beginning  to 
decline.    Under  Alternative  I  the  number  of  new  awards  begins  to 


^Although  the  number  of  disability  benefits  awards  is  higher  as  a  result  of  AIDS, 
this  effect  has  been  fidly  reflected  in  the  projections  shown  in  the  last  several  annual 
reports.  Thus  the  greater  ruimber  of  awards  due  to  AIDS  does  not  account  for  the 
unexpectedly  large  increases  in  awards  experienced  in  1990  and  1991. 
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decline  in  the  near  future,  while  the  number  projected  under  Alternative 
III  increase  at  a  rapid  rate  throughout  the  short-range  period. 

Thus  the  trustees*  report  summarizes  the  unfavorable  financial  outlook  for 
the  DI  program  by  attributing  its  rising  costs  to  an  increasing  trend  since  1982 
in  the  proportion  of  workers  who  are  awarded  disability  benefits  and  a 
decreasing  trend  since  1970  in  the  annual  proportion  of  recipients  whose 
disability  benefits  terminate  as  a  result  of  recovery,  death,  or  attainment  of  age 
65.  It  emphasizes  that  the  annual  number  of  new  disability  awards  has 
increased  rapidly  in  the  last  several  years  (from  about  415,000  in  1988  to  over 
540,000  in  1991).  While  the  adverse  financial  consequences  of  these  trends 
during  1983  through  1988  were  offset  by  favorable  economic  growth  during  that 
period,  the  economy  has  slowed  since  then,  with  the  result  that  growth  in  tax 
income  has  failed  to  keep  pace  with  growth  in  benefits. 
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CHART  1.  income  and  Outgo  of  DI  | 
Trust  Fund,  1992-2001 


Dollars  in  Billions 


1992    1993    1994    1995    1996    1997    1998    1999    2000  2001 


Source:  Congressional  Research  Service  with  data  from  SSA 
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CHART  2.  Projected  Balances  of  the 
DI  Trust  Fund,  1992-2001 


Dollars  in  Billions  (end  of  year) 

20  n  


1992   1993   1994   1995   1996   1997   1998   1999  2000  2001 


Source:  Congressional  Research  Service  with  data  from  SSA 
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CHART  3.  Average  Income  and  Outgo 
of  DI  Trust  Fund,  1992-2066 


Source:  Congressional  Research  Service  with  data  from  SSA 
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CHART  4.  Long-Range  Income  and 
Outgo  of  DI  Trust  Rind 


Percent  of  Payroll 


Source:  Congressional  Research  Service  with  data  from  SSA 
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CHART  5.  DI  Recipients  Projected  in 
Past  and  Current  Trustees'  Reports 


Year  of 
Report: 


1984 


1990 


1992 


[Year  2000 
I  Year  2020 


2  4  6 

Millions  of  Recipients 


Soiirce:  Congressional  Research  Service  with  data  from  SSA 
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CHARTS.  DIAwards  and  Terminations 

1983-1991* 


In  Thousands 

600-1  


500- 


1983    1984    1985    1986    1987    1988    1989    1990  1991* 


□  DI  Awards  H  DI  Terminations 


*Data  for  1991  Terminations  not  yet  available 
Source:  Congressional  Research  Service  with  data  from  SSA 
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CHART  7.  Dr Awards  per  1,000  Insured 
Workers  in  Population 


Incidence  Rate 


1980  1981  1982  1983  1984  1985  1986  1987  1988  1989  1990  1991 


Source:  Congressional  Research  Service  with  data  from  SSA 
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CHART  8.  Largest  Causes  of  Total  DI  Awards, 
1982  and  1991 

Impairment 


Group: 

Neoplasms 
(Cancer) 


Mental 
Disorders 


Circulatory 
System 


Musculo- 
skeletal 


0%         5%         10%        15%       20%       25%  30% 
Percent  of  Total  DI  Awards 

Source:  Congressional  Research  Service  with  data  from  SSA 
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CHART  9.  Average  Age  of 
Newly  Awarded  DI  Recipients 

Average  Age 

60-1  


55- 


1960       1965       1970       1975       1980       1985  1990 


Men  B  Women 
Source:  Congressional  Research  Service  with  data  from  SSA 
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CHART  10.  States  with  Largest  Change 
in  DI  Recipients  from  1985  to  1990 


Increase  in  Recipients  (in  thousands) 


Source:  Congressional  Research  Service  with  data  from  SSA 
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CHART  11.  DI  and  SSI-Disability  Allowance 
Rates  on  Initial  Claims 


Source:  Congressional  Research  Service  with  data  from  SSA 
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CHART  12.  DI  Terminations 
per  1,000  Recipients 


Number  of  Terminations  per  1,000 

200  n  


1980  1981    1982   1983   1984   1985   1986   1987   1988   1989  1990 


Source:  Congressional  Research  Service  with  data  from  SSA 


116 

CHART  13.  DI  Terminations  per  1,000 
Recipients  by  Basis  of  Termination 


Source:  Congressional  Research  Service  with  data  from  SSA 
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CHART  14.  Number  of  Continuing 
Disability  Reviews  Conducted*  FY  1977-91 

In  Thousands  of  Reviews 

500-1  —  1 


•Does  not  include  SSI  cases 
Source:  Congressional  Research  Service  with  data  from  SSA 
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CHART  15.  Continuing  Disability  Reviews 
Resulting  in  Benefit  Termination* 


Percent  Terminated 

60  n  

50  - 


Fiscal  Year 


*Does  not  include  SSI  cases 
Soiirce:  Congressional  Research  Service  with  data  from  SSA 
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CHART  16.  Number  of  Disability  Decisions 
Made  by  State  Agencies 


Millions  of  Decisions  (DI  and  SSI) 

2.0-1  


1982   1983   1984   1985   1986  1987   1988   1989   1990  1991 


Calendar  Year 


Source:  Congressional  Research  Service  with  data  from  SSA 
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TABLE  3.  DI  and  SSI-DisabiUty  Recipients,  Number  of  and  as 
Percent  of  Total  Population  Ages  20-64,  1960-1991 
(in  thousands) 


DI    SSI-disabilitv 


Recipients  as  % 

Recipients  as  % 

Calendar 

Total 

of  population 

Total 

of  population 

year* 

recipients 

ages  20-64 

recipients^ 

ages  20-64 

1960 

687 

0.7 

• 

• 

1965 

1,739 

1.7 

• 

-  * 

1970 

2,665 

2.4 

• 

• 

1975 

4,352 

3.6 

2,026 

1.7 

1980 

4,678 

3.5 

2,355 

1.8 

1985 

3,907 

2.7 

2,669 

1.9 

1986 

3,883 

2.7 

2,839 

1.9 

1987 

4,405 

2.7 

2,973 

2.0 

1988 

4,047 

2.7 

3,076 

2.1 

1989 

4,129 

2.7 

3,200 

2.1 

1990 

44266 

2.8 

3,404 

2.2 

1991 

4,513 

2.9 

3,539 

2.3 

*£nd-of-year  data.  1991  baaed  on  latest  month  (August)  that  data  are  available, 
^cludee  blind  redpienta. 
*SSI  was  implemented  in  1974. 

Source:  Social  Security  Bulletin,  Annual  Statistical  Supplement,  1991. 


TABLE  4.  DI  and  SSI-DisabiUty  Recipients,  by  Sex,  1960-1990 
(rounded  to  nearest  1,000  recipients) 


End 

DI* 

SSI-disabilitv 

of 

%of 

%of 

%  of               %  of 

year 

Men 

total 

Women 

total 

Men   total  Women  total 

1960 

356 

78 

99 

22 

Awaiting  data  from  SSA 

1965 

734 

74 

254 

26 

1970 

1,069 

72 

424 

28 

1975'' 

1,711 

69 

778 

31 

1980 

1,928 

67 

931 

33 

1985 

1,785 

67 

872 

33 

1990 

1,967 

65 

1,044 

35 

'DiaaiUed  worker  recipients. 

^*SSl  was  implemented  in  1974. 

NOTE:  SSI  disabled  includes  blind  recipients. 

Source:  Social  Security  Bulletin,  Annual  Statistical  Supplement,  1991,  with  additional  data 
from  SSA. 
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TABLES.  DIWiMriPBrAwMdaandSai-DiaaliilityAwardg,  1960-1991 


Calendar 


year  DI  awards  to  disabled  workeni  SSI-disability  awards 


(Rounikd  to  th*  omrmt  1,000  awards) 

1960    208  Awaiting  data  from  SSA 

1966    254   

1970    350   

1975    592   

1980    397  

1981    352  

1982    297   

1983    312   

1984    362   

1985    377   

1986    417  

1987    416   

1988    409   

1989    426   

1990    468   

1991    536   


Soum:  SodtU  Security  Bulletin,  Annual 

Stntiftifn 

[  Supplement,  1991,  with  i 

data 

from  SSA. 

TABLE  6.  DI  Beciiiient.FtaiiiiIiM,  1960-1990 

Worl^er,  spouse,  w»d 

Calendar 

Worker 

2  or  more 

Worker 

year 

only 

1  child 

children 

and  spouse 

(in 

■hoimsida) 

1960  .  . .  . 

  357 

22 

32 

22 

1965  .  .  .  . 

  714 

54 

109 

30 

1970  .  .  .  , 

  1,054 

77 

164 

43 

1975  .  .  .  . 

  1,750 

137 

250 

66 

1980  .  .  .  . 

  2,061 

154 

228 

80 

1982   

  1,969 

124 

163 

78 

1983   

1984  .  .  .  . 

  1,961 

  1,993 

85 
83 

143 
140 

80 
76 

1985  .  .  .  . 

  2,039 

84 

140 

76 

1986   

  2,096 

82 

136 

74 

1987  .  .  .  . 

  2,154 

79 

132 

74 

1988   

77 

125 

71 

1989   

  2,262 

75 

120 

67 

1990   

  2,370 

75 

118 

63 

Soum:  Social  Security  Bulletin,  Annual  Statittical  Supplement,  1991. 
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TABLE  7.  Average  Benefits  in  Cnrrent  and  Constant  Dollars, 
DI  and  SSI-Disability,  1960-1991 


End  of 
year 


current 
dollars 


DL 


constant 
dollars 


SSI-disabilitv 


current 
dollars 


constant 
dollars 


1960    $89.31 

1961    89.59 

1962    89.99 

1963    90.59 

1964    91.12 

1965    97.76 

1966    98.09 

1967    98.43 

1968    111.86 

1969    112.74 

1970    131.26 

1971    146.52 

1972    179.32 

1973    183.00 

1974    205.70 

1975    225.90 

1976   245.17 

1977    265.30 

1978    288.30 

1979    322.00 

1980    370.70 

1981    413.20 

1982    440.60 

1983    456.20 

1984   470.70 

1985    483.80 

1986    487.90 

1987    508.20 

1988    529.50 

1989    556.00 

1990    587.20 

1991  Awaiting 


$410.95 
408.10 
405.85 
403.21 
400  3^ 
422.69 
412.34 
401.38 
437.80 
418.40 
460.76 
492.74 
584 J29 
561.36 
568.28 
571.89 
586.86 
596.27 
602.24 
604.08 
612.73 
619.12 
621.86 
623.84 
617.03 
612.39 
606.31 
609.30 
609.6^ 
610.70 
611.91 
data  from  SSA 


$143.07 
147.21 
152.05 
156.78 
183.80 
200.06 
216.81 
231.48 

$362.20 
352.37 
341.74 
327.51 
344.81 
330.68 
324.86 
326.71 

247.87 
258.08 
262.71 
283.08 

338.95 
338.31 
332.54 
351.78 

288.29 

345.64 

295.86 

340.63 

311.20 

341.82 

339.43 

353.71 

*SSI  was  implemented  in  1974. 

Source:  Social  Security  BuU^uif  Annual  StatUdcal  Supplement,  1991,  with  additional  data 
from  SSA. 
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TABLES.  DtAppUoat^mudiAwmtdM^mDdAwmtdMmmm 
 PWpeBiof  AppllnrtloM,  1960-1991  

AwBidi 

divided  fay 

Applications           Awardi  applications 
(in  thcwisandi)  (percent) 


I960    418.6  207.8  60 

1966    632^  263.6  48 

1970    868.2  360.4  40 

1971    924.4  416.9  46 

1972    947.8  466.4  48 

1973   lfi6S3  49L6  46 

1974    l^JZ  636.0  40 

1976    i;286r  692.0  46 

1976    1^232.2  661.6  46 

1977    1,236.2  668.9  46 

1978    U84.7  464.4  39 

1979    U873  416.7  36 

1980    1,262.3  396.6  31 

1981    1,161.3  346.3  30 

1982    IJOQDJi  298.6  29 

1983    1,017.7  311.6  31 

1984    1,036.7  367.1  34 

1986    1,066.2  377.4  34 

1986    U18.4  416.9  37 

1987    UOM  416.8  37 

1988    1,017.9  409.6  40 

1989    984.9  426.6  43 

1990    1,067.7  468.0  44 

1991    1,207.8  636.4  44 


TABLE  9.  Number  of  DiaabiUty  Determinations  Made, 
 PI  md  SSI-DiaabiUty,  FY  1977-1991  


ymar  Wvwi  kwt  Imai  Tbtal  yr-to-y—r 


1977  .  .  . 

  1,612^ 

343,152 

162,306 

2,117,897 

1978   ,  .  . 

. ...  1,466,916 

238.408 

190,042 

1,995,366 

-6.8 

1979   .  .  . 

...  1.487.504 

369,274 

187,633 

2»044.4U 

-t-ZB 

1980  ... 

...  U18,862 

406,163 

207,547 

2,131,572 

•M.3 

1981     .  . 

...  1,441.891 

437,953 

234,359 

2;il4,203 

-0.8 

1982  ... 

...  1,307,589 

466,428 

265,127 

2,039.142 

.3.6 

198S  .  .  . 

...  1,338.043 

512.060 

307,533 

2057,636 

•l'5.8 

1984   .  .  . 

...  1,411,173 

403,088 

284,175 

2^008,436 

A7 

1986 

...  1,890,302 

878,953 

213,237 

1,982,492 

.&5 

1986  ,  .  . 

...  1,558,346 

380,425 

170,661  ^ 

2.109,432 

•1^4 

1987  . 

...  1,570,022 

450,019 

216.916 

2^957 

<t^0 

1988  ,  ,  , 

...  1,516,873 

438,251 

238,815 

2^193,939 

.1.9 

1989  ... 

...  1,489.634 

442,218 

251,991 

2.183,743 

.0.6 

1990  .  .  . 

...  1,689,311 

484,499 

248,237 

2,322,047 

•►6.8 

1991  ... 

...  1,815,646 

502,561 

289.400 

2,607,607 

Sourca:  CBS,  compikd  with  data  ftgnMb>d  by  8SA.  Apr.  1992. 


124 


TABLE  10.  DI  Insured  Population,  Awards,  and  Awards-per-Thousand 
 Insured  (Incidence  Bate),  1960-1991 


Workers  DI  awards 

insured  per  1,000 

Calendar                             for  DI'  DI  awards^  insured 

year                              (in  millions)  (in  thousands)  workers 


I960    46.4  208  4.5 

1965    53.3  254  4.8 

1970    72.4  350  4.8 

1975    83.3  592  7.1 

1980    98.0  397  4.1 

1981    100.5  352  3.5 

1982    102.4  297  2.9 

1983    104.0  312  3.0 

1984    105.0  362  3.4 

1985    106.7  377  3.5 

1986    109.3  417  3.8 

1987    111.4  416  3.7 

1988    113.5  409  3.6 

1989    116.1  426  3.7 

1990    118.0  468  4.0 

1991    119.8  536  4.5 


'Represents  workers  insiired  at  beginmng  of  each  year. 
'Disabled  worker  awards. 

Source  Socio;  Sec^nty  Bulletin,  Annual  Statistical  Supplement,  1991,  with  additional  data 
from  SSA. 


TABLE  11.  Average  Age  of  All  Recipients  and  Average  Age  of 
Newly  Awarded  Recipients  (DI  and  SSI),  1957.1991 


 DI    SSI 

All  recipients*  All  recipients* 


Calendar 
year 

o 

n  rolls 

Ne 

w  awards 

on  rolls 

New  awards 

men 

women 

men 

women 

men  women 

men  women 

1957  .... 

69.4 

67.9 

69.2 

57.4 

1960   

67.3 

66.7 

64.5 

52.6 

1966   

64.4 

65.2 

63.0 

63.2 

1970   

63.9 

66.0 

62.1 

52.8 

1976^  .... 

63.6 

64.4 

6L6 

62.1 

Awaiting  da 

ta  from  SSA 

1980   

62.9 

63.7 

6L2 

5L1 

1986   

6L9 

52.6 

50.1 

49.7 

1990   

60.4 

50.8 

48.1 

48.4 

1991  .... 

Awaiting  dat 

a  from 

SSA 

•At  end  of  year. 


^SSI  was  implemented  in  1974. 

Souror  S  eial  Security  Bulletin,  Annual  Statistical  Supplement,  1991,  with  additional  data 
from  SSA. 
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TABLE  12.  Comparison  of  New  Awards  (DI  and  SSI)  to 
Total  U^.  Elmployment,  Unemplojrment  Rate,  and 
Gross  National  Product  (GNP)  1961-1991 


%  change 

%  change 

%  change 

in  new 

in 

Unemployment 

in 

Year 

DI  awards 

employment 

rate 

GNP 

1961  .... 

  34.6 

0.0 

6.7 

2.7 

1962     .  ,  , 

  -10.4 

1.5 

5.5 

5.1 

1963  .... 

  -10.7 

1.6 

5.7 

4.1 

1964  ,  , 

  -7.2 

2.3 

5.2 

4.6 

1965     ,  , 

  22.1 

2.6 

4.5 

5.6 

1966 

  9.8 

2.5 

3.8 

6.0 

1967 

  8.3 

2.0 

3.8 

2.6 

1968 

  7.2 

2.1 

3.6 

4.1 

1969  , ,  , 

  6.7 

2.6 

3.5 

2.7 

1970 

  1.6 

1.0 

4.9 

0.0 

1971 

  18.7 

0.9 

5.9 

3.1 

1972 

  9.5 

3.5 

5.6 

4.8 

1973 

  7.9 

3.5 

4.9 

5.2 

1974  .  , 

  9.0 

2.0 

5.6 

-0.6 

1975  ,  , 

  10.5 

-1.1 

8.5 

-0.8 

1976 

  -6.9 

3.4 

7.7 

4.9 

1977  , 

3.2 

3.7 

7.1 

4.5 

1978 

  -18.4 

4.4 

6.1 

4.8 

1979 

  -10.3 

2.9 

5.8 

2.5 

1980 

  -4.8 

0.5 

7.1 

-0.5 

1.1 

7.6 

1.8 

1982 

  -15.6 

0.9 

9.7 

-2.2 

1983  .... 

,  ,    ,  ,  4.9 

1.3 

9.6 

3.9 

1984  ,  ,  ,  , 

  16.2 

4.1 

7.5 

6.2 

1985  ,  , 

  4.2 

2.0 

7.2 

3.2 

1986  , 

  10.5 

2.3 

7.0 

2.9 

1987 

  -0.2 

2.6 

6.2 

3.1 

1988 

-1.5 

2.2 

5.5 

3.9 

1989  , 

  3.9 

2.1 

5.3 

2.5 

1990  ,    ,  , 

  10.0 

0.5 

5.5 

1.0 

1991   

  14.5 

-0.9 

6.7 

-0.7 

Source:  Social  Security  Bulletin,  Annual  Statistical  Supplement,  1991,  with  additional  data 
from  SSA;  and  the  Economic  Rqyort  of  the  President,  1992. 


58-218  0-93-5 
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TABLE  13.  Ck>mparison  of  DI  RedpientcT  to 
Total  Population  of  Each  State,  1970-1990 


%  change 

in  DI  shflTP 

of  State's 

DI  recipients  as  % 

of  State's  DODulation 

population 

1970 

1980 

1985 

1990 

1985-1990 

U.S.  total   

0.73 

1.26 

1.11 

1.21 

8.8 

Alabama   

.  1.02 

1.58 

1.48 

1.70 

14.7 

0.20 

0.42 

0.40 

0.55 

38.1 

.  0.79 

1.24 

1.08 

1.19 

9.2 

.  1.23 

1.94 

1.70 

1.95 

14.4 

California  

,  0.76 

1.20 

0.94 

0.94 

0.2 

0.53 

0.83 

0.77 

1.05 

36.3 

0.52 

0.97 

0.87 

0.94 

8.1 

0.64 

1.24 

1.15 

1.15 

-0.1 

District  of  Columbia 

.  0.70 

1.15 

0.95 

0.94 

-1.6 

Florida   

0.89 

1.54 

1.22 

1.24 

2.3 

Georgia  

.  0.98 

1.58 

1.35 

1.42 

5.2 

Hawaii   

0.46 

0.73 

0.67 

0.69 

3.0 

,  0.69 

0.95 

0.84 

1.04 

23.1 

Illinois  

0.57 

0.96 

0.90 

1.05 

16.7 

Indiana  

.  0.59 

1.13 

1.14 

1.26 

10.6 

Iowa   

,  0.56 

0.92 

0.94 

1.13 

20.2 

Kansas   

.  0.55 

0.87 

0.83 

0.97 

17.2 

,  1.00 

1.59 

1.57 

1.88 

19.8 

Louisiana   

0  90 

1.39 

1.19 

1.47 

23.9 

0.76 

1.35 

1.28 

1.44 

12.3 

.  0.52 

0.95 

0.86 

0.85 

-0.5 

\A  o  a  o  o  n-ri  1 1  ao^^o 

x.v/o 

U.«70 

xo.o 

Michigan  

0.65 

1.22 

1.20 

1.26 

5.4 

0.46 

0.77 

0.76 

0.88 

14.8 

Mississippi   

.  1.10 

1.78 

1.67 

1.95 

16.8 

Missouri   

0.78 

1.35 

1.23 

1.43 

15.5 

Nebraska  

0.72 
,  0.51 

1.09 
0.85 

1.03 
0.80 

1.46 
0.96 

42.0 
19.7 

Nevada   

0.56 

1.08 

1.02 

1.08 

5.9 

New  Hampshire   .  .  . 

.  0.58 

1.00 

0.93 

0.97 

3.6 

Continued  on  next  page. 
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TABLE  13.  Comparison  of  DI  Recipients*  to 
Total  Population  of  Each  State,  1970-1990~Continued 


%  change 
in  DI  share 
of  State's 

DI  recipients  as  %  of  State's  population  population 


1  Q7n 

1  QQA 

1  no  c 

1985 

1990 

1985-1990 

XT 

A  CO 

1.21 

1.04 

1.03 

-0.6 

New  Mexico  

0.71 

1.13 

0.97 

1.18 

21.1 

0.69 

1.31 

1.11 

1.15 

3.5 

A  \          ^1  1  *    _ 

1.53 

1.37 

1.55 

13.4 

i\  CO 

0.75 

0.74 

0.98 

32.8 

r\  />o 

1.22 

1.16 

1.25 

8.0 

Oklahoma  

.  .  0.92 

1.25 

0.96 

1.19 

24.2 

Oregon   

0.78 

1.14 

1.03 

1.11 

8.0 

T»  l_  

1.32 

1.17 

1.17 

0.0 

.  .  0.77 

1  JO 

1.48 

1.38 

1.28 

-6.7 

1  CI 

l.ol 

1.47 

1.60 

9.1 

0.91 

f\  on 

0.89 

1.16 

30.4 

Tennessee  

0.92 

1.60 

1.41 

1.62 

15.1 

Texas   

0.63 

0.92 

0.72 

0.86 

19.7 

Utah  

.  ,  0.44 

0.60 

0.52 

0.61 

38.3 

Vermont  

0.72 

1.22 

1.10 

1.19 

8.4 

,  0.78 

1.24 

1.11 

1.13 

1.6 

0.60 

1.01 

0.92 

1.04 

12.7 

West  Virginia  .  .  .  . 

1.49 

1.95 

1.79 

2.05 

14.6 

Wisconsin  

0.59 

1.02 

1.05 

1.20 

14.2 

Wyoming  

.  .  0.59 

0.58 

0.60 

0.99 

65.8 

^Disabled  worker  recipients. 


Source:  Social  Security  Bulletin,  Annual  Statistical  Supplement,  1991;  and  the  Statistical 
Abstract  of  the  United  States,  1991. 
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TABLE  14.  Change  in  Number  of  DI  Recipients,*  by  State,  1970-1990 

(in  percent) 


 Percent  change  in  DI  recipients  from;  

1970-1980  1980-1985  1985-1990 


U.S.  total    91.5  -7.1  13.3 

Alabama    75.5  -3.5  15.3 

Alaska   174.8  22.0  45.5 

Arizona   141.5  1.8  26.6 

Arkansas   87.3  -9.4  14.0 

California    88.5  -13.4  13.1 

Colorado   105.3  3.0  38.9 

Connecticut   88.9  -8.1  11.9 

Delaware   111.0  -2.0  6.3 

District  of  Columbia   38.5  -19.4  -4.3 

Florida    147.6  -7.8  16.4 

Georgia   92.8  -6.8  14.0 

Hawaii    98.4  0.0  8.7 

Idaho   82.4  -5.3  23.3 

Illinois   74.7  -5.3  15.6 

Indiana   101.1  0.8  11.4 

Iowa    67.8  0.4  16.4 

Kansas    67.6  -1.6  18.6 

Kentucky    81.9  0.3  18.6 

Louisiana    77.9  -8.9  16.6 

Maine    99.3  -1.4  18.5 

Maryland   96.5  -6.6  8.2 

Massachusetts   84.0  -5.2  20.6 

Michigan   94.2  -3.5  7.8 

Minnesota   78.6  2.3  19.9 

Mississippi    84.3  -2.9  15.0 

Missouri    82.3  -6.4  17.4 

Montana   71.3  -0.9  37.6 

Nebraska   74.3  -3.6  17.7 

Nevada    216.0  10.5  35.6 

New  Hampshire    114.1  0.8  15.1 


Continued  on  next  page. 
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TABLE  14.  Change  in  Number  of  DI  Recipients,* 
by  State,  1970-1990~Continued 
(in  percent) 


 Percent  change  in  DI  recipients  from:  

1970-1980  1980-1985  1985-1990 


New  Jersey  

99.1 

-11.6 

1.5 

.  .  .  104.5 

-4.3 

26.5 

New  York  

....  81.7 

-13.7 

4.8 

North  Carolina  

94.6 

-5.0 

20.2 

North  Dakota  

48.2 

3.8 

23.8 

Ohio   

100.5 

-5.4 

8.7 

,  ,  ,  ,  60.1 

-15.4 

17.9 

 85.4 

-7.9 

14.1 

Pennsylvania  

78.4 

-11.7 

0.2 

92.6 

-5.4 

-3.2 

84.3 

-2.6 

14.1 

63.8 

-0.3 

28.1 

.  .  .  102.6 

-8.4 

17.7 

Texas   

,  85.0 

-9.9 

24.2 

Utah  

 88.4 

-3.9 

45.0 

Vermont   

,  ,  ,  ,  96.1 

-6.1 

14.0 

Virginia  

,  ,  ,  82.8 

-4.6 

10.2 

,  ,  104.3 

-2.5 

24.5 

46.0 

-9.0 

6.1 

Wisconsin   

84.3 

3.5 

17.5 

Wyoming  

 40.2 

11.2 

47.8 

^Disabled  worker  recipients. 

Source:  Social  Security  Bulletin,  Annual  Statistical  Supplement,  1991;  and  the  Statistical 
Abstract  of  the  United  States,  1991. 
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TABLE  15.  PI  Recipients,*  by  State,  1986  and  1990 


Recipients  Recipients  Change 

1985  1990  1985-1990 


U.S.  total                        2,656,639  3,011,130  354,491 

Alabama    59,468  68,540  9,072 

Alaska   2,076  3,020  944 

Arizona   34,334  43,470  9,136 

Arkansas   40,148  45,750  5,602 

California    246,648  279,060  32,412 

Colorado   24,827  34,480  9,653 

Connecticut   27,625  30,900  3,275 

Delaware   7,209  7,660  451 

District  of  Columbia   5,933  5,680  -253 

Florida    138,170  160,810  22,640 

Georgia   80,454  91,710  11,256 

Hawaii    7,004  7,610  606 

Idaho   8,467  10,440  1,973 

niinoie   104,029  120,230  16,201 

Indiana   62,512  69,660  7,148 

Iowa    26,884  31,280  4,396 

Kansas    20,241  24,010  3,796 

Kentucky    58,553  69,420  10,867 

Louisiana    53,160  61,980  8,820 

Maine    14,935  17,700  2,765 

Maryland   37,594  40,690  3,096 

Massachusetts   57,364  69,190  11,826 

Michigan   109,021  117,550  8,529 

Minnesota   31,989  38,350  6,361 

Mississippi    43,563  50,100  6,537 

Missouri    62,169  72,990  10,821 

Montana   8,491  11,680  3,189 

Nebraska   12,843  15,110  2,267 

Nevada    9,572  12,980  3,408 

New  Hampshire    9,306  10,710  1,404 

New  Jersey   78,764  79,930  1,166 

New  Mexico   14,115  17,860  3,745 

New  York   197,761  207,270  9,509 

North  Carolina   85,642  102,900  17,258 

North  Dakota   5,079  6,290  1,211 


Continued  on  next  page. 
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TABLE  15.  PI  Bactptento,*  by  State,  1885  and  ISSO-ContmuMi 


Bedpientt  Radpients  Change 

1985  1990  1985-1990 


Ohio   124,939  135,840  10,901 

Oklahoma   31,848  37,550  5,702 

Oragon    27,735  31,650  3,915 

PeniwylTania   138,493  138,710  217 

Rhode  Island   13,297  12,870  -427 

South  Carolina   48,954  55^50  6,896 

South  DakoU   6,282  8,050  1,768 

TumaMae   67,285  79^^  11,935 

Tauf    117,921  146,440  28,519 

Utah   8,484  12,300  3,816 

Vermont   5,867  6,690  823 

Virginia   63,301  69,770  6,469 

Washington   40,645  50,590  9,945 

Waat  Virginia    34,639  36,750  2,111 

Wiaconain   49,740  58,460  8,720 

^ming   3,037  4,490   1,453 


Soum:  Sodal  SteurHy  BuUatin,  Atuuiol  fUntiwtiml  Stq^mmt,  1991;  and  tbft  StatiKiitwil 
Atmtmet  of  the  Vmitad  Siaim,  1991.  


TABLE  16.  Stataa  With  LwgMt  Change  in  DI  Bacdpientfl* 
  aa  Percant  of  PopnlatiiMu  1985-1990  

%  change 
in  DI  ahare 
of  State's 

DI  recipienta  aa  %  of  State*e  population:  population 
1970        1980        1985        1990  1985-1990 


Alaaka  

.  .  0.20' 

0.42 

0.40 

035 

38 

M«>in  

.  .  0.53 
.  .  0.69 

0.83 
0.95 

0.77 
0.84 

1.05 
1.04 

36 
23 

.  .  0.56 

0.92 

034 

L13 

20 

. .  1.00 

lii9 

1.57 

138 

20 

..  0.90 

1.39 

L19 

1.47 

24 

..  0.72 

1.09 

L03 

1.46 

42 

0.85 

0.80 

036 

20 

. .  0.71 

L13 

037 

1.18 

21 

..  0.53 

0.75 

0.74 

038 

33 

Oklahoma  ...... 

.  .  0.92 

1.25 

0.96 

1.19 

24 

. .  0.58 

0.91 

039 

L16 

..  0.63 

052 

0.72 

036 

20 

.  .  0.44 

0.60 

032 

031 

38 

..  0.59 

0.58 

0.60 

039 

66 

Source:  Sodal  Smmty  BuUtlut,  AiuuMd  S»B»i$tiad  Suifia^ 
Abttnet  of  the  VnUad  Stamt,  1991.  . 
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TABLE  17.  States  With  Largest  Change  in  PI  Redpients,*  1985-1990 


DI  recipients  DI  recipients  Change 


1985  1990  1985-1990 


Alabama    59,468  68,540  9,072 

Arizona   34,334  43,470  9,136 

California   246,648  279,060  32,412 

Colorado   24,827  34,480  9,653 

Florida    138,170  160,810  22,640 

Georgia   80,454  91,710  11^ 

Illinois   104,029  120^0  16,201 

Kentucky    58,553  69,420  10,867 

Massachusetts   57,364  69,190  11,826 

Missouri    62,169  72,990  10,821 

New  York   197,761  207^70  9,509 

North  Carolina   85,642  102,900  17^8 

Ohio    124,939  136,840  10,901 

Tennessee   67,285  794220  11,935 

Texas    117,921  146,440  28,519 

Washington                .  .  40,645  50,590  9,945 


■Disabled  worker  redpienta. 

Source:  Social  Security  Bulletin,  Annual  Statistical  Supplement,  1991;  and  the  Statistical 
Abstract  of  the  United  States,  1991.   


TABLE  18.  Allowance  Rates  for  Initial  Claims,  Reconsiderationfi,  and 
Hearingg,  for  DI  and  SSI-Diaability  Combined,  FY  1980-1991 


Percent  of  decisions  favorable  to  claimant  at: 
Fiscal  Initial  Reconsideration  Hearing 

year  level'  level  level 


1980                                       33  15  56 

1981                                       30  13  55 

1982                                       29  11  53 

1983                                       32  14  53 

1984                                       35  16  52 

1985                                       36  14  51 

1986                                       39  17  48 

1987                                       36  15  54 

1988                                       36  14  56 

1989                                       37  15  59 

1990                                       39  17  63 

1991                                       42  17  66^ 


Include  decisions  regarding  continued  eligibility  as  well  as  new  claims. 
H  tBBfar  third  quarter. 

Source:  CRS,  compiled  with  data  from  SSA,  Apr.  1992. 
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TABLE  20.  Allowance  Bates  by  State,  DI  and  SSI-Disability»  1980-1992  | 
AWAITING  DATA  FROM  SSA  ■ 


TABLE  21.  Trend  in  DI  Awards  by  Cause  of  Disability,  1975-1991 

Year  allowed  benefits 

Disabling  oonditioii  and  mobility 

1975 

1979  1982 

1986 

1989 

1990 

1991 

.  100 

100  100 

100 

100 

100 

100 

Disabling  condition: 

1 

1  1 

1 

1 

6» 

6» 

.  10 

14  17 

16 

18 

17 

16 

Allergic,  endocrine  ■ystem,  metabolic 

Montal  perycboneurotic  and 

3 

3  4 

6 

3 

3 

4 

11 

11  11 

18 

22 

23 

24 

Dieeaaee  of  tlw*  nervous  eystem 

7 

8  9 

8 

9 

9 

8 

32 

28  25 

19 

17 

16 

16 

7 

6  7 

6 

6 

6 

6 

3 

2  2 

2 

2 

2 

2 

17 

17  16 

13 

11 

12 

13 

AoddentB,  poisonings  and  violence  . . 

6 

6  6 

4 

4 

4 

4 

3 

3  2 

11 

9 

6 

6 

^Beginning  in  1990,  AIDSyiflV  cast 

S8  are  coded  as  infectious 

diseasei 

1. 

NOTE:  Similar  data  does  not  ezis 

t  for  SSL 

Source:  SSA.  Office  of  Disability,  Apr.  1992. 

TABLE  22.  Trend  in  DI  Awards  by  Largest  Q 

auses 

of  Disability, 

1982-1991 

Percent  of  total  awards  made  for; 

Impairment  group 

1982 

1991 

(in  percent) 

.  .  17 

16 

.  .  11 

24 

,  ,  25 

15 

.  .  16 

13 

Source:  CRS,  based  on  data  fumisbed  by  SSA,  Office  of  Disability,  1992. 
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TABLE  23.  Disability  Awards  by  Administrative  Grouping:  Meets  < 
Equals  the  Medical  Listings,  or  Vocational  Factors,  FY  1975-1991 


Medical  and 
vocational 

Fiscal  year  Meets  list  Equals  list  considerations 

(in  percent) 

Disability  insurance: 

1975    29.4  43.9  26.7 

1976    29.0  45.1  25.9 

1977    34.2  41.9  23.9 

1978    45.6  31.9  22.5 

1979    65.1  22.7  22.1 

1980    57.9  16.2  25.9 

1981    63.9  12.3  23.8 

1982    72.7  8.6  18.7 

1983    74.0  8.3  17.7 

1984    66.7  8.7  24.6 

1985    62.7  9.2  28.1 

1986    68.2  8.7  23.1 

1987    66.0  10.2  23.8 

1988    64.3  11.0  24.7 

1989    62.1  11.3  26.6 

1990    59.0  11.8  29.2 

1991    55.8  12.4  31.7 

SSI-disability: 

1975    Awaiting  data  from  SSA 

1976   

1977   

1978   

1979   

1980   

1981  

1982   

1983   

1984   

1985   

1986   

1987   

1988  

1989   

1990   

1991  


Source:  SSA,  Apr.  1992. 
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TABLE  24.  Awards  With  AIDS  or  HIV-Positive  Diagnosis, 
 DI  and  SSI-Disability,  1985-1991 


SSI-disabled  SSI-disabled 
Calendar       DI  awards         DI  awards  awards  awards 

year  with  AIDS       HIV-positive       with  AIDS  HIV-positive 

1985  Awaiting  data  from  SSA 

1986 

1987 

1988 

1989 

1990 

1991 


Source:  SSA.  Apr.  1992. 


TABLE  25.  Tax  Rates  and  Taxable  Kamlngs  Bases 


Tax  rates  (percent) 
Emplo>eee  and  employers, 

 each    Self.emploved 

Taxable 

Calendar  eamixi^ 


year* 

baae 

OASDI 

OASI 

DI 

OASDI 

OASI 

DI 

1937.49 

$3,000 

1.000 

LOOO 

1950 

3,000 

1600 

L500 

1951^ 

3,600 

L'W) 

L500 

2.2500 

2.2500 

1964 

3,600 

2.000 

2.000 

3.0000 

3.0000 

1955^ 

4,200 

2.000 

2.000 

3.0000 

3.0000 

1957^ 

4^ 

2.260 

2.000 

J2S0 

3.3750 

3.0000 

.3750 

1959 

4,800 

2.500 

2.250 

J2S0 

3.7600 

3.3750 

.3750 

1960.61 

4,800 

3.000 

2.750 

J250 

4.5000 

4.1250 

.3760 

1962 

4,800 

3.125 

2.875 

J260 

4.7000 

4.3250 

.3750 

1963.65 

4,800 

3.625 

3.375 

.250 

5.4000 

5.0250 

.3750 

1966 

6,600 

3.850 

3.500 

.350 

5.8000 

6.2750 

.6250 

1967 

6,600 

3.900 

3.550 

.350 

5.9000 

5.3750 

.5260 

1968 

7,800 

3.800 

3.325 

.475 

5.8000 

6.0876 

.7125 

1969 

7,800 

4.200 

3.725 

.475 

6.3000 

5.5876 

.7125 

1970 

7,800 

4.200 

3.650 

.550 

6.3000 

6.4750 

.8250 

1971 

7,800 

4.600 

4.050 

.550 

6.9000 

6.0750 

.8250 

1972 

9,000 

4.600 

4.050 

.550 

6.9000 

6.0750 

.8250 

1973 

10,800 

4.850 

4.300 

.550 

7.0000 

6.2050 

.7950 

1974 

13^ 

4.950 

4.375 

.575 

7.0000 

6.1850 

.8150 

1975 

14,100 

4.950 

4.375 

.575 

7.0000 

6.1850 

.8150 

1976 

15,300 

4.950 

4.375 

.575 

7.0000 

6.1850 

.8150 

1977 

16,500 

4.950 

4.375 

.576 

7.0000 

6.1850 

.8150 

1978 

17,007 

5.050 

4^876 

.775 

7.1000 

6.0100 

L0900 

1979 

22,900 

5.080 

4.330 

.750 

7.0500 

6.0100 

L0400 

1980 

25,900 

5.080 

4.520 

.560 

7.0500 

6.2726 

.7776 

137 

TABLE  25.  Tax  Rateg  and  Taxable  RamingB  Bage»>~Continued 


Tax  ratM  (pmmt) 

Fmploy—  and  mmjpioym, 

— ch  Self-cmploygd 

TwaU* 


ymn 

baae 

OASDI 

OASI 

DI 

OASDI 

OASI 

DI 

1981 

29,700 

5.350 

4.700 

.650 

8.0000 

7.0260 

.9750 

1982 

32,400 

4.0/0 

.oZt> 

8.0600 

6.8125 

L2376 

19S3 

35,700 

A  'T^K 
4. 1  /O 

8.0500 

7.1126 

.9375 

1984* 

37,800 

a.  /  w 

.OUU 

1L4000 

10.4000 

LOOOO 

1985* 

39!600 

5.700 

SJ2I00 

.500 

1L4000 

10.4000 

1986* 

42,000 

5.700 

5.200 

.500 

11.4000 

10  4000 

LOOOO 

198r 

43,800 

5.700 

5.200 

.600 

11.4000 

10.4000 

1.0000 

1988* 

45.000 

6.060 

5.530 

.530 

12.1200 

11.0600 

1.0600 

1989* 

48,000 

6.060 

5.530 

.530 

12.1200 

11.0600 

1.0600 

1990 

61,300 

6.200 

5.600 

.600 

12.4000 

11.2000 

1.2000 

1991 

53,400 

6^ 

5.600 

.600 

12.4000 

11.2000 

1.2000 

1992 

55,500 

b 

6.200 

5.600 

.600 

12.4000 

1L2000 

L2000 

1993-99 

b 

6.200 

5.600 

.600 

12.4000 

11.2000 

L2000 

2000  and 

6.200 

5.490 

.710 

12.4000 

10.9800 

1.4200 

*ln  1984  tmly,  an  immediate  crwlit  of  O.S  perosnt  of  taxable  wagaa  waa  allowad  against  the 
OASDI  contributions  paid  by  amployMS,  resulting  in  an  effective  tax  rate  of  5.4  percent.  The 
appropriations  of  taxes  to  the  trust  funds,  however,  were  based  on  the  combined  employee- 
employer  rate  of  1L4  percent,  as  if  the  credit  for  employees  did  not  apply.  Similar  credits  of  2.7 
percent,  2.3  percent,  and  2.0  percent  were  allowed  against  the  combined  OASDI  and  Hospital 
Insurance  (HI)  taxes  on  net  ^it^inga  from  self-employment  in  1984,  1985,  and  1986-89, 
respectively.  Beginning  in  1990,  eelf-employed  persons  are  ali  ;wed  a  deduction,  for  purposes  of 
computing  their  net  — i-ningu  •qual  to  half  of  the  combined  Gi  JSDI  and  HI  taxes  that  would  be 
payaUe  without  regard  to  the  taxable  •aminga  base.  The  tax  rate  is  then  applied  to  net  eamingB 
after  this  deduction,  but  subject  to  the  base. 

Subject  to  automatic  adjustment 

NOTE:  Table  excludes  HI  portion  of  tax  rate. 

Source:  1992  OASDI  Trustee's  Report.  
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TABLE  26.  DI  Expenditiu^  in  Current  and  Ck>n8tant  Dollars, 
and  Compared  to  Gross  Domestic  Product  (GDP),  1960-1997 


Constant 
Current  dollars 
Calendar  dollars  (1991)  As  percent 

year  ($8  in  millions)  of  GDP 


1960    600  2,761  .12 

1965    1,687  7,412  .24 

1970    3,269  11,440  .32 

1975    8,790  22,253  .56 

1980    15,872  26,235  .59 

1985    19,478  24,665  .48 

1990    25,616  26,694  .46 

1991    28,571  28,571  .50 

Projections: 

1992    31,371  30,368  .53 

1993    33,830  31,603  .54 

1994    36,604  33,016  .55 

1995    39,696  34,596  .56 

1996    43,251  36,340  .57 

1997    47,133  38,234  .59 


Source:  1992  OASDI  TruatMs'  Report;  projections  are  from  the  intermediate  forecast. 


TABLE  27.  SSI  Disability  Expenditures,  in  Current  and  CokuStant 
Dollars,  and  (Compared  to  Gross  Domestic  Product  (GDP),  1975-1997 

Constant 
Current  Dollars 
Calendar  dollars  (1991)  As  percent 

year  ($s  in  millions)  of  GDP 


1975  Awaiting  data  from  SSA 

1980 

1985 

1990 

1991 

Projections: 
1992 
1993 
1994 
1995 
1997 


Source:  SSA,  Apr.  1992. 
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TABLE  28.  DI  Trust  Fund  Operations:  Income,  Outgo, 
Surplus  or  Deficit,  and  End-of-Year  Balance,  1960-2001 

(projections  based  on  three  sets  of  trustees*  assumptions) 
($  in  billions) 


Balance  of 


Calendar  year 

Income 

Outgo 

Surplus 
or  deficit 

fund,  end 
of  year 

Reserve 
ratio' 

1960 







304 

1970 

— 

- 

- 

- 

126 

35 

1986 

_ 

I 

27 

1990 









40 

1991 

— 

_ 





39 

Optimistic: 

1992 

31.3 

30.8 

.6 

13.4 

42 

1993 

33.7 

32.4 

1.3 

14.7 

41 

1994 

36.1 

34.3 

1.8 

16.5 

43 

1995 

38.4 

36.4 

2.0 

18.5 

45 

1996 

41.1 

38.8 

2.3 

20.8 

48 

1997 

43.8 

41.3 

2.5 

23.3 

60 

IvHo 

46.6 

44.2 

2.4 

25.7 

53 

1999 

49.5 

47.2 

2.3 

28.0 

54 

2000 

61.6 

50.6 

11.0 

39.0 

65 

2001 

66.4 

54.2 

12.3 

61.2 

72 

Intermediate: 

1992 

31.1 

31.4 

-.3 

12.6 

41 

1993 

33.1 

33.8 

-.8 

11.8 

37 

1994 

35.0 

36.6 

-1.6 

10.2 

32 

1995 

36.8 

39.7 

-2.9 

7.3 

26 

1996 

38.8 

43.3 

-4.4 

2.9 

17 

1997 

40.9 

47.1 

-6.3 

-3.4 

6 

10Qfi 

01.4 

-0.4 

-11.8 

b 

1999 

45.1 

56.0 

-10.9 

-22.8 

b 

2000 

55.9 

61.0 

-5.0 

-27.8 

b 

2001 

59.8 

66.3 

-6.5 

-34.3 

b 

Pessimistic: 

1992 

30.8 

31.9 

-1.1 

11.8 

40 

1993 

32.8 

35.2 

-2.4 

9.5 

34 

1994 

35.1 

39.4 

-4.3 

5.2 

24 

1995 

37.0 

44.5 

-7.5 

-2.3 

12 

1996 

37.8 

50.0 

-12.2 

-14.5 

b 

1997 

39.5 

55.6 

-16.1 

-30.6 

b 

1998 

41.1 

62.1 

-21.0 

-51.6 

b 

1999 

42.4 

69.1 

-26.7 

-78.3 

b 

2000 

52.4 

76.7 

-24.4 

-102.7 

b 
b 

2001 

55.0 

84.8 

-29.8 

-132.5 

'Represents  assets  at  beginning  of  year  as  a  percent  of  that  year's  outgo. 

Hinder  intermediate  forecast,  the  fund  would  be  depleted  in  1997.  Under  the 
pessimistic  forecast,  depletion  would  occur  in  1995. 

Source:  1992  OASDI  Trustees'  Report.  
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TABLE  29.  Comparison  of  Reserve  Ratios  of  the  OASI  and 
DI  Trust  Funds,  1960-2001* 

(in  percent) 


\JASi  trust 

DI  trust 

yJASi  ana  Ui  trust 

U&lond&r  yoar 

runa 

runa 

funds,  combined 

1960 

180 

304 

186 

1  (VTA 

101 

126 

103 

1975 

63 

92 

66 

1980 

23 

35 

25 

1985 

24 

27 

24 

1989 

59 

38 

57 

1990 

78 

40 

75 

1991 

87 

39 

82 

Optiixiistic : 

1992 

103 

42 

97 

1993 

117 

41 

109 

1994 

134 

43 

124 

1995 

154 

45 

142 

1996 

176 

48 

162 

1997 

201 

50 

184 

1996 

229 

53 

209 

1999 

259 

54 

236 

2000 

291 

55 

263 

2001 

323 

72 

292 

Intermediate: 

1992 

103 

41 

96 

1993 

115 

37 

107 

1994 

129 

32 

118 

1995 

144 

26 

130 

1996 

159 

17 

142 

1997 

170 

« 

D 

154 

1998 

192 

(  ) 

167* 

1999 

210 

r) 

180^ 

2000 

228 

193* 

2001 

245 

&) 

206* 

Pessimistic: 

1992 

103 

40 

96 

1993 

113 

34 

104 

1994 

24 

112 

1995 

133 

12 

118 

1996 

142 

124 

1997 

150 

&) 

127 

1998 

158 

&) 

129 

1999 

166 

132 

2000 

174 

&) 

134 

2001 

180 

&) 

134 

'Represents  asset 

s  at  beginning  of  year  a 

s  a  percentage  of  disbursements  during 

'Tund  depleted. 

*Figuree  for  DI,  and  for  OASI  and  DI  combined,  are  theoretical  because  of  the 
projected  depletion  of  the  DI  trust  fund. 

Source:  1992  OASDI  Trustees'  Report.   
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TABLE  30.  Summary  of  Long-Range  Status  of  the  DI  Trust  Fund, 
in  Percent  of  Payroll 


 In  percent  of  payroll  

Income  Cost  Difference 

Period  of  valuation  rate  rate        (surplus  or  deficit) 


Optimistic  projections: 
next  25  years: 

1992-2016    1.38  1.34  +.04 

next  50  years: 

1992-2041    1.41  1.42  .00 

next  75  years: 

1992-2066    1.42  1.46  -.02 

Intermediate  projections: 
next  25  years: 

1992-2016    1.39  1.66  -.28 

next  50  years: 

1992-2041    1.42  1.81  -.39 

next  75  years: 

1992-2066    1.43  1.89  -.46 

Pessimistic  projections: 

next  25  years: 

1992-2016    1.39  2.12  -.73 

next  50  years: 

1992-2041    1.43  2.44  -1.01 

next  75  years: 

1992-2066    1.45  2.63  -1.18 


Source:  1992  OASDI  Tnisteee'  Report. 
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TABLE  32.  Long-Range  Surplus  or  Deficiency  of 
OASI  and  DI  Financing 


Deficit  (-)  or  Surplus  (+)  as  percent 
of  program  costs  during  the  period  for: 
Valuation  period  OASI  DI  OASDI 

next  10  years:   +14%  -15%  +11% 

next  25  years:   +13  -17  +9 

next  50  years   -2  -21  -4 

next  75  years:   -8  -24    -10 


Souree:  1992  OASDI  TnifM*  Report,  intermediate  projections. 


TABLE  33.  Comparison  of  Long-Range  Status  of  the  OASI  and  DI 
Trust  Funds,  in  Percent  of  Payroll 


OASI  surplus      DI  surplus  OASDI  surplus 


Valuation  period  or  deficit  or  deficit        or  deficit 


(in  percent  of  payroll) 

Opdmistic  projections: 

next  25  years:   +2.35  +.04  +2.40 

next  50  years:   +1.32  -0-  +1.32 

next  76  years:   +1.11  -.02  +1.09 

Intermediate  projections: 

next  25  years:   +1.39  -.28  +1.12 

next  50  years:   -.20  -.39  -.59 

next  75  years:   -1.01  -.46  -1.46 

Pessimistic  projections: 

next  26  years:   +-.40  -.73  -.33 

next  50  years:   -1.93  -1.01  -2.93 

next  75  years:   -3.71  -L18  -4.89 


Source:  1992  OASDI  Trusteee' Report. 
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TABLE  34.  Comparison  of  Long-Range  OASI  and  DI  Trust  Fund  Reserve  Ratios 


(trugt  fund  balance  at  beginning  of  year  aa  a  percent  of  outgo  during  that  year) 


Cakodar 
ymr 

Optlmiatlc 

InteriBMliAte 

PcMKimistk: 

OASI 

DI  Cm 

OASI 

DI  C 

ombinMl 

OASI 

DI  C 

1992 

103 

42 

97 

103 

41 

96 

103 

40 

96 

1993 

117 

41 

109 

115 

37 

107 

113 

34 

104 

1994 

134 

43 

124 

129 

32 

118 

123 

24 

112 

1996 

154 

45 

142 

144 

26 

130 

133 

12 

118 

1996 

176 

48 

162 

159 

17 

142 

142 

124 

1997 

201 

60 

184 

176 

154 

150 

127 

1998 

229 

53 

209 

192 

167 

158 

129 

1999 

259 

54 

235 

210 

• 

180 

166 

132 

2000 

291 

55 

263 

228 

193 

17^ 

134 

2001 

323 

72 

292 

245 

• 

206 

180 

134 

2006 

458 

137 

417 

317 

• 

261 

203 

134 

2010 

620 

178 

560 

400 

* 

318 

221 

U8 

2016 

717 

181 

645 

434 

334 

204 

72 

2020 

739 

170 

668 

406 

• 

300 

135 

2025 

732 

147 

663 

340 

• 

230 

27 

2030 

723 

118 

654 

253 

138 

2035 

732 

103 

662 

155 

34 

204G 

773 

95 

696 

64 

• 

2045 

836 

81 

746 

• 

• 

* 

2050 

904 

59 

800 

• 

• 

• 

2056 

964 

32 

849 

• 

2060 

1,019 

4 

895 

• 

• 

• 

2065 

1.080 

946 

• 

• 

2070 

1,148 

• 

1.002 

TVxiat 

fund  is 
Mtimjitwd 

to  be 

•DEhausted 

in  .  .  . 

b 

2060 

k 

2042 

1997 

2036 

2026 

1995 

2019 

The  trust  fund  is  astimatMi  to  have  been  erhstistod  by  the  beginning  of  this  yew.  Hie  last  line  of  the  table 
shows  the  ^edfie  y«ar  of  trust  fund  exhaustion. 

^Tbe  fund  is  not  estimated  to  be  exhausted  within  the  projection  period. 

Source:  1992  OASDI  Trustees'  Repeat.  ^  
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TABLE  35.  Year  in  Which  OASI  and  DI  Trust  Funds  Are 
 Projected  to  Become  Exhausted 


OASDI 

OASI  DI  trust  funds 

Projections  trust  funds       trust  funds  combined 

Optimistic:    *  2060 

Intermediate:    2042  1997  2036 

Pessimistic:   2026  1995  2019 


•Trust  fiind  ia  not  prcgectad  to  baoom*  ohAuatad  during  th«  75-yMr  valuation  period. 
Souroa:  1992  OASDI  Truataas'  Raport 


TABLE  36.  Long>Bange  Projections  of  DI  Becipients, 
Number  and  as  Percent  of  Total  Population  Aged  20-64 

(in  thousands) 


Total  DI  radpianta 
as  paroant  of 


Diaablad 

Wife- 

population  agea 

Calendar  yaar 

worker 

huaband 

Child 

Total 

20^ 

1960 

455 

77 

156 

687 

0.7 

1965 

988 

193 

558 

1,739 

L7 

1970 

1,493 

283 

889 

2,665 

2.4 

1976 

2.489 

453 

1,411 

4.352 

3.5 

1980 

^859 

462 

1,358 

4.678 

3.5 

1986 

u,666 

306 

945 

3.907 

2.7 

1986 

2,727 

301 

965 

3.993 

2.7 

1987 

2,786 

291 

968 

4.045 

2.7 

1988 

2,830 

281 

963 

4.074 

2.7 

1989 

2,895 

271 

962 

4.129 

2.7 

1990 

3,011 

266 

989 

4.266 

2.8 

1991 

3,195 

266 

1,052 

4,513 

2.9 

Projactiona: 

1996 

3,906 

280 

1,234 

5,420 

3.4 

2000 

4.904 

306 

1,421 

6.632 

4.0 

2005 

5.641 

366 

1,550 

7.557 

4.3 

2010 

6,577 

380 

1,537 

8.493 

4.6 

2015 

7.082 

374 

1,488 

8.944 

4.8 

2020 

7.288 

377 

1,462 

9.126 

4.9 

2025 

7,584 

404 

1.473 

9,461 

5.1 

2030 

7,526 

405 

1,496 

9,427 

5.1 

2035 

7,478 

402 

1,519 

9,398 

6.0 

2040 

7.699 

398 

1,530 

9.527 

6.0 

2045 

7.992 

412 

1,538 

9.942 

5.2 

2050 

8.226 

422 

1,547 

10.194 

5.3 

2055 

8.376 

436 

1,561 

10.373 

6.4 

2060 

8,300 

436 

1,573 

10.309 

6.4 

2065 

8.293 

434 

1,684 

10,311 

6.3 

2070 

8,377 

436 

1,590 

10,403 

6.4 

Source:  CongreaaionAl  rteeearch  Service,  derived  from  data  contained  in  1992  OASDI 
Truateee'  Report,  intarmed  :\U  aaeumptiona.  
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TABLE  37.  Long-Range  Economic  Assnmptionfl  Used  for 
  OASDI  Projectiong  


Aymrmgt  annuil 
pareantage 

Avaraga 

Avaraga 

eujiujj 

Avaraga 

ebangs  in 

unampkiy- 

Av«ng»  umxud 

Cnffiaiimar 

Baal-waga 

intmat 

mant 

parcantaga 

in  eovaied 

prioa 

difiEsmtial' 

rata' 

rate* 

ineraaaa  in 

yumr 

ODP* 

amployiBant 

indaz^ 

(pareant) 

(paroaot) 

(paroant) 

labor  foroe' 

1991 

-.8 

3.6 

4.0 

..4 

8.0 

6.8 

.4 

1992 

L6 

4.3 

2.9 

L3 

6.8 

7.1 

.6 

1993 

2.9 

4.6 

3.3 

LI 

6.2 

6.9 

LO 

1994 

2.7 

4.8 

3.6 

L2 

6.0 

6.6 

LO 

1996 

2.6 

5.2 

3.9 

L8 

6.3 

6.4 

LO 

1996 

2.4 

6.4 

4.0 

L4 

6.4 

6.S 

.9 

1997 

2.3 

6.3 

4.0 

L3 

6.6 

6.2 

.9 

1998 

2.3 

6.3 

4.0 

L3 

6.5 

6.1 

.9 

1999 

2.3 

6.4 

4.0 

L4 

6.5 

6.0 

.9 

2000 

2^ 

5.6 

4.0 

L4 

6.6 

6.9 

.9 

2001 

22 

6.4 

4.0 

L4 

6.4 

6.8 

.9 

2005 

L9 

6.1 

4.0 

LI 

6.3 

6.0 

.7 

2010 

•nd  later 

L8« 

6.1 

4.0 

LI 

6.3 

6.0 

.5» 

"The  rMd  GDP  (grtx 

■  domaatie  product)  ii  tba  value  of 

total  output  of  good*  and 

aarvicaa.  «qa 

waadin  1987 

didlara. 

^Tbe  Conaumar  Price  Index  (CPD  >■  the  ■"""■^  average  value  for  the  ral^ndar  year  of  the  Conaumar  Price  Index 
for  Urban  Wage  Eamera  and  Clerical  Workers  (CPI-W). 

"T^  real'wage  differential  ia  the  difference  between  the  percentage  incraaaaa,  before  rounding;  in  ( 1)  the  average 
annual  wage  in  covered  emplajmoent,  and  (2)  the  average  annual  CPL 

'The  average  annual  intaraat  rate  ia  the  average  f>f  the  nominal  intereat  ratea,  which,  in  pnetioa  an 
aamiannually,  for  apadal  public-debt  obligaticnia  iaauahle  to  the  truat  funds  in  each  of  the  12  months  of  the  year. 

Tlmm^  200L  the  rataa  ahown  are  una4nisted  civilian  unemployment  rataa.  After  200L  the  rataa  are  total 
rates  (including  military  personnel),  a4)tiated  by  age  and  an  baaed  on  the  eatamated  total  labor  fone  on  July  L 1990. 

^Labor  force  is  the  total  tot  the  U.S.  (ineliuiing  militazy  paraoxmel)  and  reflects  the  average  the  monthly 
numbers  of  persons  in  the  labor  force  for  each  year. 

Thia  value  is  for  2010.  The  annual  percentage  increaae  in  labor  force  and  real  GDP  is  aaaiimed  to  oocxtinue  to 
change  after  2010  to  reflect  the  dependence  of  labor  force  growth  on  the  size  and  age-ass  diatributaQn  of  the 
population.  The  increaaee  in  real  GDP  for  2070  is  L3  percent.  The  changea  in  total  labor  force  for  2070  is  0.0 


Source:  1992  OASDI  Trustees'  Report,  intermediate  aaaumptiona. 
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TABLE  38.  Long-Range  Demographic  Assumptions  Used 
 -for  OASDI  Projections 


Life  tacpteXaoef 


Total 

Age  eea-adiuated  death 

rate^   

AtUrth 

At  age  65 

fertility 
rate* 

Female 

Female 

1996 

2.06 

/  liM 

TO  9 

10.  X 

15.3 

19.1 
19.3 

2000 

2.02 

740.5 

72.6 

79.7 

2006 

L99 

706.9 

78.6 

80.2 

15.6 

19.5 

2010 

1.95 

6S2.0 

74.1 

80.6 

15.8 

19.8 

tMK. 

662.0 

1A.  R 

OA  O 

16.0 

20.0 

1  on 

AA^  it 

74.8 

8L2 

16J2 

20.i< 

Mto 

1.90 

626.1 

75.1 

81.6 

16.4 

20.& 

1  OA 

600.4 

70.4 

8L8 

16.7 

20.7 

MOO 

MW 

1  on 

1  OA 

693.5 
578.4 

76.7 
76.0 

82.1 
82.4 

16.9 
17.1 

2L0 
2L2 

2045 

1.90 

56S.9 

76.3 

82.7 

17.3 

2L4 

2050 

1.90 

550.1 

76.6 

83.0 

17.5 

2L6 

2055 

LOO 

637.0 

76.9 

8S.S 

17.7 

2L9 

2060 

LOO 

524.4 

77.1 

83.5 

17.9 

22.1 

2066 

LOO 

512.3 

77.4 

8S.8 

18.1 

22.3 

2070 

LOO 

600.8 

77.7 

84.1 

18.3 

22.5 

Tb«  total  fertility  rmtc  for  any 

year  ie  the  average  number  of  c 

rhildren 

who  would  be  bo 

m  to  a  wot 

oan  in  her 

lifetime  if  ahe  were  to  ezpenenoe  the  birth  ratea  by  agee  obaerved  in,  or  aaeumed  for,  the  eelected  year,  and  if  she 
were  to  survive  the  entire  child-hearing  period.  Thit  ultimate  total  fertility  rate  te  aaeuuned  to  be  reached  in  2016. 

^TIm  age  eag  a^juated  death  rate  ia  the  crude  rate  that  would  occur  in  the  enumerated  total  population  a*  of 
April  L  1980,  if  that  population  were  to  eKperienoe  the  death  ratea  by  age  and  sex  obaerved  in,  or  aaeumed  for,  the 
eelected  year. 

The  life  eocpectancy  for  any  year  ia  the  average  number  of  yeare  of  life  remaining  for  a  person  if  that  person  were 
to  sKperience  the  death  ratee  by  age  obeerved  in,  or  essiimed  for,  the  seiected  year. 

VOTE:  For  the  intermediate  prcgectiooa,  the  aaeumed  xiltimate  total  fertiliQr  rate  of  L9  children  per  woman 
is  attained  in  2016  after  a  gradual  decline  from  the  estimated  1990  level  of  2.08  children  per  woman.  The  age-eex- 
at^justed  death  rate  is  assumed  to  decrease  gradually  during  the  entire  projection  period,  with  a  total  reduction  of 
36  percent  '^m  the  1990  level  by  2066.  The  reeulting  life  expectandee  at  birth  in  2066  are  77.5  years  for  men  and 
83.9  years  women,  compared  to  7L6  and  76.6  years,  reepectively,  in  1990.  Life  expectandee  at  age  65  in  2066 
are  prcijected  to  be  18.1  years  for  men  and  22.4  years  for  women,  compared  to  14.8  and  18.8,  respectively,  in  1990. 
The  projected  death  ratee  reflect  the  efTecte  of  sssumed  caaee  of  Acqvdred  Immunodefiden^  Syndrome  (AIDS), 
using  projections  through  1992  prepared  by  the  Centers  for  Disease  Control  (CDC)  as  a  starting  point.  Total  net 
inunigration  is  assxuned  to  be  750,000  persons  per  year  K«giw«ing  in  1992.  The  assumed  level  of  net  annual 
immigration  is  the  combination  of  550,000  net  le^  immigrantt  per  year  and  200,000  net  other-than4egal 
immigrante  per  year. 

Source:  1992  OASDI  Trustsss'  Report,  intermediate  aasumptiona.  
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TABLE  39.  Long-Range  DI  Expenditures  as  Percent  of  Total 
Social  Security  Expenditures  ~ 


DI  expenditures  as  a 
percent  of  OASDI  expenditures 
Calendar  year   (in  percent)  


1995    11.6 

2000    13.3 

2005    14.4 

2010   15.3 

2020    13.8 

2030    12.2 

2050   12.6 

2070    11.8 


Source:  1992  OASDI  Tnigtoea'  Raport,  intniwiiate  projectjona. 


TABLE  40.  Long-Range  DI  Surpluses  or  Deficits  Shown  in 
  Past  Trustees'  Reports 


Surplus  or  deficit 

Year  ^(percent  of  pajrroll) 


1960     +0.15 

1965    -0.13 

1970    0 

1975    -1.44 

1977    -2.14 

1978   -0.14 

1979   +0.21 

1980    +0.64 

1981    +0.62 

1982    +0.66 

1983   +0.44 

1984    -0.03 

1985    -0.07 

1986    -0.15 

1987    ^.19 

1988   -0.13 

1989    -0.17 

1990    -0.22 

1991   -0.27 

1992    -0.46 


Source:  Intermediate  forecast  of  Trusteee'  Reports.  1960-1992. 
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TABLE  41.  Ultimate  Cost  of  DI  Under  Intermediate 
Assumptions  Shown  in  Past  Trustees'  Reports 

Year  of  report   Percent  of  pajrroll 

1960    035 

1965    0.63 

1970    1.10 

1975   2.97 

1977    3.68 

1978    2.26 

1979    1.92 

1980   1.60 

1981   1.52 

1982   1.60 

1983    1.38 

1984   1.45 

1985   1.49 

1986   1.59 

1987    1.63 

1988    1.53 

1989    1.59 

1990   1.64 

1991   1.69 

1992      1.89 


Soutm:  IntamMdiaU  foraeut  of  Tniw — '  lUporU,  1960-1992. 


TABLE  42.  Year  in  Which  the  DI  Trust  Fund  was  Projected 
 to  Become  TFy>i«ii«*^  in  Past  Trustees*  Reports  

Year  of  report  Year  of  exhaustion 

1960  

1965   1970 

1970  

1975   1980 

1977    1979 

1978    2021 

1979   

1980   

1981  

1982  

1983  . . .  ^  

1984   2050 

1985   2034 

1986    2026 

1987    2023 

1988   2027 

1989    2025 

1990     2020 

1991   2015 

1992   1997 

*TkM  fund       not  pngKCod  to  b*  uhAustod  within  the  prctjaction  period. 

Source:  Intermediate  forwaMt  of  Tnisteee'  Reports,  1960-1992   


58-218  0-93-6 
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TABLE  43.  Number  of  DI  Redpieuto  Projected  for  the  Year  2000 
and  2020  in  Past  Trustees*  Reports* 

(in  thousands) 


Year  of  report 

2000 

2020 

1960  

• 

• 

1965  

• 

0 

1970   

• 

m 

1975   

7,448 

1977   

6,917 

9,301 

1978   

  6,415 

8,811 

1979   

  5^09 

7,260 

1980   

  4,192 

5,899 

1981   

  3,822 

5,369 

1  OQO 

R  ACT 

o,uo7 

1983   

  3,178 

5,080 

1984   

  3,316 

5,325 

1985   

  3,589 

5,981 

6,263 

1987   

  3,713 

6,222 

1988   

  3,844 

5,959 

1989   

1990   

  3,833 

  3,924 

6,202 
6,271 

1991   

  4,025 

6,506 

1992   

  4,904 

7,288 

'No  estimate  given. 


■Disabled  worker  redpiente. 

Source:  hitermediate  forecast  of  Tru£r>3ee*  Reports,  1960-1992 


TABLE  44.  Ultimate  DI  Rates  Set  in  the  Law,  Upon  Enacrtment 
in  1966  -and  as  Subsequently  Amended  


Ultimate  DI'       Year  in  which 
tax  rate  set      ultimate  rate  wbb 


Year  of  act  in  the  law      to  become  effective 


1966                                                       .25  1966 

1965                                                       .35  1965 

1967                                                       .475  1968 

1969                                                       .55  1970 

1972                                                       .7  2011 

1972                                                     .75  2011 

1973                                                     .85  2011 

1977    1.10  1990 

1983    0.71  2000 


•Employee/employer  rate  paid  by  each. 

Source:  Social  Security  Bulletin,  Annual  StaHetical  Supplement,  1989. 
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TABLE  45.  DI  Administrative  Besouroes  Baquested  and  Actually 

Expended,  for  Program  Overall  and  State-Agency 
 Operations,  FY  1980-1993 


Total  DI 

Administrative  costs 

administrative  costs 

of  State  agencies 

Fiscal 

amount  amount 

amount  amount 

year 

requested  expended 

requested  expended 

1980    Awaiting  Data  From  SSA. 

1981   

1982   

1983   

1984   

1985   

1986   

1987   

1988   

1989   

1990   

1991   

1992   

1993   


Soxirce:  SSA.  Apr.  1092. 


TABLu2  46.  DI  Staffing:  SSA  Staff  Years  and  State-Agency  Staff 
 Years  Expended,  FY  1980-1993  


Fiscal  Staff-years  expended  Staff  years  expended 

year  by  SSA  by  State  agencies 


1980    Awaiting  Data  From  SSA. 

1981   

1982   

1983   

1984   

1985   

1986   

1987   

1988   

1989   

1990   

1991   

1992   

1993     


Source:  SSA,  Apr.  1992. 
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TABLE  47.  DI  Administrative  Expenditures  as  a  Percent  of  Total 
 OASDI  Administrative  Expenditures,  FY  1960-1997 


DI  administrative  costs 
as  %  of  total  OASDI 


Fiscal  years  administrative  costs 


1960   13.7% 

1965    20.8 

1970   23.9 

1975    23.0 

1980    22.4 

1981    23.8 

1982    28.0 

1983    29.8 

1984    26.9 

1985    27.5 

1986    27.2 

1987    32.4 

1988   31.7 

1989    31.2 

1990    31.4 

1991    31.1 

1992    31.1 

1993    32.1 

1994    33.2 

1995    33.9 

1996    34.5 

1997    35.1 


Soxiroe:  1982  OASDI  Trusteee'  Report.  Projections  are  based  on  the  intermediate  forecast. 
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TABLE  48.  DI  Administrative  Expenditures  as  a  Percent  of  Total 
DI  Program  Benefits,  FY  1960-1997 


Administrative  expenditures 


Fiscal  year  as  %  of  benefit  payments 


1960    6.1% 

1965    5.7 

1970    5.3 

1975    3.3 

1980    2.2 

1981    2.4 

1982    3.3 

1983    3.8 

1984    3.3 

1985    3.2 

1986    3.1 

1987    3.6 

1988   3.8 

1989    3.3 

1990    2.9 

1991    2.9 

1992    2.9 

1993    2.8 

1994    2.8 

1995   2.7 

1996   2.7 

1997    2.6 


Source:  1992  OASDI  Trusteee'  Report.  Projections  are  based  on  the  intermediate  forecast. 
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TABLE  49.  SSI-DisabiUty  Administrative  Besouroes  Requested 
and  ActuaUy  Expended,  for  Program  Overall  and 
  State-Agency  Operations,  FY  1980-1993   

Total  SSI-disability  Administrative  costs 

ftdTninistrative  costs  of  State  Agencies 

Fiscal                     amount         amount  amount  amount 

year  requested        expended  requested  expended 

1980    Awaiting  Data  From  SSA. 

1981   

1982   

1983   

1984   

1985   

1986   

1987  

1988   

1989   

1990   

1991   

1992   

1993    

Source:  SSA,  Apr. 


TABLE  50.  SSI-DisabiUty  Staffing:  SSA  Staff  Years  and 
 Stafe^Agency  Staff  Years  Expended,  FY  1980-1993  

Fiscal  Staff-years  expended  Staff  years  expended 
year  by  SSA  by  State  agencies 

1980    Awaiting  Data  From  SSA. 

1981   

1982   

1983   

1984   

1985   

1986   

1987   

1988   

1989   

1990   

1991   

1992   

1993   


Source:  SSA,  Apr.  1992. 
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TABLE  51.  DI  and  SSI-Disability  Staffing 
Percent  of  Total  SSA  Staffing, 
FY  1980-1993 


Dl/SSI-difiability  staffing  as 
Fiflcalyear  %  of  total  SSA  staffing 

1980    AwaitingdatafromSSA 

1981   

1982   

1983  

1984   

1985   

1986   

1987   

1988   

1989  

1990   

1991   

1992   

1993    

Source:  SSA,  Apr.  1992. 


TABLE  52.  Comparison  of  Number  of  Decisions  Rendered  on  Initial 
Claims  to  Level  of  State-Agency  Staffing,  FY  1980-1992 


Number  of  decisions      State  agency 
Fiscal  rendered  on  staff  years  Decisions  per 

year  initial  claims  expended  staff  year 

1980    AwaitingdatafromSSA. 

1981   

1982   

1983  

1984   

1985   

1986   

1987   

1988   

1989   

1990   

1991   

1992  

Source.  CRS,  based  on  data  fumiahed  by  SSA,  Apr.  1992.   
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TABLE  53.  Number  of  SSA  Administrative  Law  Judges  and  Total 
 Staffing  of  Office  of  Hearings  and  Appeals,  FY  1980-1993 

Number         Total  hearing 
Fiscal  year  of  ALJs  office  stalT 

1980   Awaiting  data  from  SSA. 

1981   

1982   

1983   

1984   

1985   

1986  

1987   

1988   

1989   

1990  

1991   

1992   

1993    

Source:  SSA,  Apr.  1992. 


TABLE  54.  DI  and  SSI-Disability  Claims  and  Reconsiderations: 
Received,  -Processed,  and  Pending  Claims, 
   FY  1980-1992  

 DI    BSI-disabtlltv  

Fiaeal  Ntimber        Number      Number        Number      N\unber  Nxunber 

year  reviewed       prooeeeed      pending       reviewed      prooeeeed  pending 

1980    Awaiting  data  from  SSA. 

IMl   

1982   

1983   

1984   

1986   

1986   

1987   

1988   

1989   

1990   

1991   

1992   


Source:  SSA,  Apr.  1992. 
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TABLE  55.  DI  and  SSI-Disability  Claims  Processing  Times  for 
Initial  Claims  and  Reconsiderations, 
 FY  1980-1092  

 DI    SSI-diaabilitv 

Fiscal  Initial  Initial 

year  claims     Reconsiderations       claims  Reconsiderations 

1980    Awaiting  data  from  SSA. 

1981   

1982   

1983   

1984   

1985   

1986   

1987   

1988   

1989   

1990   

1991   

1992    

Source:  SSA.  Apr.  1992. 


TABLE  56.  DI  and  SSI-Disability  Claims  Processing 
 Times  for  Hearings,  FY  1  ^^80-1992  

Fiscal  year  DI  SSI-disability 

(in  days) 

1980    Awaiting  data  from  SSA- 

1981   

1982   

1983   

1984   

1985   

1986   

1987   

1988   

1989   

1990   

1991   

1992   


Source:  SSA,  Apr.  1992. 
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TABLE  57.  Hearings  Office  Workloads:  Decisions  Rendered, 
Cases  Pending  at  £nd-of-Year, 
 FY  1973-1992  

Fiscal 


year  Decisions        Unfavorable        Favorable  Pending 


DD,44Z 

9A  ARQ 

9ft  77Q 

zo, / /y 

00, 41^ 

fiQ  1  97 

07  Qi  9 

^1  91 
«3X,^XO 

7(1  77Q 

/o,  /  /y 

1  n7  *\7K 

K7  7fiQ 

0  /  ,  /  oy 

AQ  and 
4y,ouo 

1 1  n  m  Q 
xxu,uxy 

ioo,oyu 

OJ.,UZZ 

7K  070 

ftS  ftA(% 
00,oU0 

1977 

162,305 

75,217 

87,088 

90,837 

1  07fi 

iyu,U4Z 

C>(  C71 
54,0  /  i 

1  Q71 

xuo,o  /X 

79  Q70 

t  Q7Q 

1  C7 

77  f\Qf\ 

1  1  A  K>JO 

fifi  C07 
00,DO  / 

On7  K.y<7 

7ft  QAO 

1  9fi  ftAC 

lAft  >I91 
lUo,4ZX 

zo4,ooy 

yu,o  /O 

x4o,yox 

1  97  1 1  A 

1QR9 
X90Z 

ZDO^IZ  / 

1  qfti 

XOO,uOX 

1  K1  1  7Q 
XOX,X  /u 

qn7  coo 

1 9A  9ftQ 

1  7Q  OAA 

1  71  fi*%7 
X  /  X,Du  1 

1984 

284,175 

111,415 

172,760 

106,137 

91  9  9^7 

QQ  ARK 

190  779 

1  n'^  ^aAa 

XUu,000 

1986 

170,661 

66,290 

104,371 

115,372 

XmfO  1 

91  f:  Q-ifi 

00, UO^ 

1  R^9 

1^  fifi7 

1988 

238,815 

88,071 

150,744 

150,173 

1989 

251,991 

84,205 

167,786 

147,132 

1990 

248,237 

70,666 

177,571 

160,879 

1991 
1992 

Awaiting 
Awaiting 

data  from 
data  from 

SSA. 
SSA. 

NOTE:  Includes  all  forms  of  SSA  caaee,  retirement  and  aged  SSI  cases  in  addition  to 
disability. 


Source:  SSA,  Apr.  1992. 
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TABLE  58.  Trends  in  ALJ  Hearing  Decisions,  Favorable  and 
Unfavorable  to  Claimant  or  Recipients, 
FY  1973-1992 


Fiscal  year   Dismissed  Unfavorable  Favorable 


1973    10.6%  43.0%  46.4% 

1974    9.2  49.8  41.0 

1976    9.8  48.5  41.8 

1976    11.7  45.6  42.7 

1977    12.4  40.6  47.0 

1978    10.7  39.8  49.6 

1979    9.2  37.3  63.6 

1980    9.6  34.4  56.1 

1981    9.9  34.7  55.4 

1982    9.6  37.4  53.0 

1983    9.3  37.8  52.8 

1984    14.7  33.4  51.8 

1985    11.8  37.0  51.2 

1986    20.8  30.8  48.4 

1987    10.4  35.6  54.1 

1988    10.9  32.8  56.2 

1989    11.4  29.6  59.0 

1990    12.5  24.9  62.6 

1991    Awaiting  data  from  SSA. 

1992   


fJOTE:  Includes  all  forms  of  SSA  cases,  retirement  and  aged  SSI  cases  in  addition  to 
disability. 

Source:  SSA,  Apr.  1902. 


TABLE  59.  DI  and  SSI-DisabiUty  Continuing  Disability  Beviews: 
Number  Bequired  by  Law,  and  Actual  Number 
Conducted,  FY  198M992 


Number  required 

Fiscal  year  by  law  Number  conducted 

1981    Awaiting  data  from  SSA. 

1982   

1983   

1984   

1986   

1986   

1987   

1988   

1989   

1990   

1991   

1992  


Source.  SSA,  Apr.  1992. 
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TABLE  60.  Contiiiiiing  Diflability  Baviews  of  Initial  Decisions: 
Disabled  Workers,  Disabled  Widows  and  Widowers,  and 
Disabled  Children  Cessations  and  Continuations, 
FY  1977-1991 


 Total  c— 

Ci—tjoM  Total 


Fiscal  CsssatioBs  Continuations  and  disabled  Percent 

jmr  Number    Percent      Number  Percent  continuations    parsons'  reviewed 


1977 

41.475 

38.7 

65.745 

6L3 

107,220 

3,322,230 

3.2 

1978 

38,847 

46.4 

44.804 

53.6 

83.651 

3,447,767 

2.4 

1979   .  ,  . 

45,216 

48.1 

48,868 

5L9 

94.084 

3,457,837 

2.7 

1980 

.  .  44,278 

46.8 

50,227 

63.2 

94,550 

3,454,010 

2.7 

1981   .  .  , 

80.956 

47.9 

87,966 

52.1 

168.922 

3,413.602 

4.9 

1982  .  .  . 

.  179,867 

44.8 

221,325 

65.2 

401.182 

3.263,354 

12.3 

1983   .  ,  , 

.  ,  182.074 

4L7 

254,424 

58.3 

436,498 

34226,888 

13.5 

1984^  ,  .  . 

31,927 

24.6 

97,752 

75.4 

129.679 

3,249,367 

4.0 

1985^  .  , 

475 

14.6 

2,785 

85.4 

3,260 

3,332,870 

.1 

1986   ,  .  . 

2.554 

5.6 

42,805 

94.4 

45.359 

3,261,768 

L4 

1987   .  .  . 

20.343 

12.4 

143,712 

87.6 

164.055 

3.433,524 

4.8 

1988   .  .  . 

33,565 

1L5 

257,377 

88.5 

290,942 

3,492,762 

8.3 

1989   .  .  . 

24.102 

9.2 

237,722 

90.8 

261.824 

3.559,840 

7.4 

1990^ 

15.164 

10.5 

129,026 

89.5 

144.180 

3,678,509 

3.9 

1991'  .  .  . 

5,697 

12.5 

39,749 

87.5 

45.446 

3,866,645 

1.2 

^Disabled  social  security  recipients  at  end  of  fiscal  year.  Does  not  include  disabled  SSI 
recipient:'  who  only  receive  SSI  payments. 


^The  H*<'Hr«*  in  the  number  of  reviews  in  1984  was  due  to  the  national  moratorium  on 
reviews  pending  enactment  and  implementation  of  the  new  legislation  with  revised  criteria  for 
CDRs  (enacted  in  fiscal  year  1984,  regulations  promulgated  late  fiscal  year  1985). 

The  dedine  in  CDR  processing  in  1990  was  due  to  the  unanticipated  processing  of 
approximately  40,000  dass  action  cotirt  casss. 

'The  continued  decline  in  CDR  prorwaning  is  due  to  the  increase  in  the  initial  claims 
workloads. 

Source:  8SA,  Office  of  Disalality.  Apr.  1992.  


TABLE  61.  DI  and  SSI-DisabiUty  Continuinif  DisabiUty  Reviews: 
Number  Conducted' Under  Periodic  Review  Requirement  and 
 Number  Conducted  as  a  Result  of  Diaiy,  FY  1981-1992  

Number  of  periodic         Number  of  diary 
Fiscal  year  reviews  conducted  reviews  conducted 

1981    Awaiting  data  from  SSA. 

1982   

1983   

1984   

1985   

1986   

1987   :.. 

1988   

1989   

1990   

1991   

1992   


Source:  SSA.  Apr.  1992. 
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TABLE  62.  DI  Terminations  as  a  Percent  of 
 DI  Recipients,  FY  1960-1990 


Terminationfl 

DI  DI  worker  as  a  %  of  DI 

Calendar  year  terminations  recipients       worker  recipients 

1960                           89,090  455,371  19.6 

1961    115,546  618,075  18.7 

1962    128,299  740,867  17.3 

1963    137,850  827,014  16.7 

1964    138,576  894,173  15.6 

1965    156,648  988,074  15.9 

1966    168,630  1,097,190  15.4 

1967    208,899  1,193,120  17.5 

1968    222,197  1,295,300  17.2 

1969    251,269  1,394,291  18.0 

1970    260,444  1,492,948  17.4 

1971    266,471  1,647,684  16.2 

1972    261,739  1,832,916  14.3 

1973    304,792  2,016,626  15.1 

1974    320,958  2,236,882  14.3 

1975    329,532  2,488,774  13.2 

1976  .   351,504  2,670,208  13.2 

1977    401,334  2,837,432  14.1 

1978    413,571  2,879,774  14.4 

1979    422,503  2,870,590  14.7 

1980    408,051  2,858,680  14.3 

1981    434,187  2,776,519  15.6 

1982    483,847  2,603,599  18.9 

1983    453,621  2,569,029  17.7 

1984    371,913  2,596,516  14.3 

1985    339,984  2,656,638  12.8 

1986    341,276  2,728,463  12.5 

1987    331,500  2,785,859  11.9 

1988    346,300  2,830,284  12.2 

1989    336,300  2,895,364  11.6 

1990    327,800  3,011,294  10.9 


Soiuxe:  Social  Security  Bulletin,  Annual  Statistical  Supplement,  1991,  with  additional  data 
from  3SA. 
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TABLE  63.  BasiB  for  DI  Tenninatioiis:  Conversion  to  OASI, 
Death;  and  Becoveiy,  FY  1980-X991  


Conversion  to  Total  DI 

Fiscal  year  OASI  Death         Recoveiy  terminations 


1980  

199,691 

143,180 

61,887 

408,051 

1981'   

— 

— 

434,187 

1982*   

483,847 

1 Q^l 

134,275 

124,403 

453,621 

1984  

187,179 

133,864 

50,879 

371^913 

1986  

187,712 

136,706 

15,564 

339,984 

1986  

188,807 

134,276 

17,694 

341,276 

1987  

185,400 

135,400 

9,800 

331,500 

1988  

181,500 

151,300 

13,500 

346,300 

1989*   

336,300 

1990   

179,600 

138,000 

10,200 

327,800 

1991  

Awaiting  data  from  SSA. 

'Incomplete. 


Source:  Sodal  Seeuriiy  Bulletin,  Annual  StatittieaJ  Supplements,  1984-199L 


TABLE  64.  DI  Terminations  Per  Thousand  Recipients  by  Basis 
for  Termination,  FY  1980-1991 


Conversion  to 

Fiscal  year  OASI  Death  Recovery  Total' 

1980                          69                50                22  143 

1981^                           -                  -                  -  166 

1982^                           -                 ~                 -  186 

1983                           76                52                48  177 

1984                           72                52                20  143 

1985                           71                51                  6  128 

1986                           69                49                 6  125 

1987                           67                48                 4  119 

1988                          64                53                 5  122 

1989*'                          -                 -                 -  116 

1990                           60                46                 3  109 

1991   Awaiting  data  from  SSA.  

'May  not  add  up  due  to  roimding. 
^complete. 

Source:  Sodal  Security  Bulletin,  Annual  Statistical  Supplements,  1984-1991. 
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TABLE  65.  Number  of  DI  Bedpients  Who  Have  Attempted  Trial 
Work;  Who  Have  Ck>mpleted  Trial  Work;  and  Who  Have  Had 
Their  Entitlement  Elnd  Becaiue  of  Eingagement  in 
 Snbrtantial  Gainful  Activity,  FY  1980-1992  

.  Number  who:  

Attempted  Completed       Had  entitlement  end 

Fiscal  year  trial  work  trial  work  because  of  SGA 


1980    Awaiting  data  from  SSA. 

1981  

1982   

1983   

1984   

1985   

1986   

1987   

1988   

1989   

1990   

1991  

1992   


Source:  SSA,  Apr.  1992. 


TABLE  66.  DI  and  SSI-Disability  BehabiUtation  Expenditures, 

FY  1980-1992 


Amount  of  rehabilitation 
Fiscal  year  expenditures  made 

1980    Awaiting  data  from  SSA. 

1981   

1982   

1983   

1984   

1985   

1986   

1987   

1988   

1989   

1990   

1991   

1992  


Source:  SSA,  Apr.  1992. 
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TABLE  67.  Number  of  DI  and  SSI-Disability  Cases  Referred  for 
Rehabilitation  and  Number  Successfully  Rehabilitated, 
 FY  1980-1991  

Cases  referred       Number  successfully 
Fiscal  3rear  for  rehabilitation  rehabilitated 

1980    Awaiting  data  from  SSA. 

1981   

1982   

1983   

1984   

1985   

1986   

1987  

1988   

1989   

1990   

1991     

Source:  SSA,  ^r.  1992.  


TABLE  68.  Number  of  and  Percent  of  Cases  Where 
Applicant/Recipient  is  Represented  by 
 Attorney  or  Other,  FY  1980-1992  

Number  of  cases  Percent  of  total  case 

Fiscal  year  with  representation  decisions 

1980    Awaiting  data  from  SSA. 

1981   

1982   

1983   

1984   

1985   

1986   

1987   

1988   

1989   

1990   

1991   

1992   


Source:  SSA,  Apr.  1992. 
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TABLE  69.  Social  Security  Cases  Pendiii|r  in 
  Federal  Courts,  FY  1982-1991 


Social  secuhly 

End  of  year  casee  pending* 


1982    23,697 

1983    37,486 

1984    51,657 

1985    50,837 

1986   49,638 

1987    42,953 

1988    39,480 

1989    32,871 

1990    26,823 

1991   23,271 


*DoM  not  induds  daas  action  suits,  which  totalled  about  100  at  the  end  of  1991. 
Source:  SSA,  Apr.  1992. 


TABLE  70.  Court  Decisions  in  Which  the  Secretary 
Has  Acquiesced,  States  in  Which  Applicable, 
Effective  Date,  FY  1980-1992 


Circuit  States  in 

Calendar  year  Case  court  which  applicable 


1980    Awaiting  list  of  rulings  from  SSA. 

1981  

1982   

1983   

1984   

1985   

1986   

1987   

1988   

1989   

1990   

1991  

1992   


Source:  SSA,  Apr.  1992. 


166 


TABLE  71.  Percent  of  DI  and  SSI-DisabiUty  Recipients 
Estimated  to  Be  Ineligible  for  Benefits  From 
Quality  Assurance  Sample  Beviews, 
  FY  1980-1992  

Percent  sample  showed 

Calendar  year  Dates  sample  taken  as  ineligible  

1980    Awaiting  data  from  SSA. 

1981  

1982  

1983  

1984   

1985  

1986  

1987  

1988   

1989  

1990  

1991  

1992  


Sotirce:  SSA,  Apr.  1992. 


TABLE  72.  Number  of  and  Percent  of  DI  and  SSI-Disability 
Allowances  and  Denials  In  Which  Eligibility  Determination 
Was  Found  to  Be  Inaccurate  as  Result  of  Initial  OA 
Review  or  From  Return  of  the  Case  to  State 
 Agency,  FY  1980-1992  


 m    SSI-disabilitv 

Inaccurate      Inaccurate      Inaccurate  Inaccurate 
Fiscal  year  allowances        denials        allowances  denials 


1980    Awaiting  data  from  SSA. 

1981   

1982   

1983   

1984   

1985   

1986   

1987   

1988   

1989   

1990   

1991   

1992   


Sovirce:  SSA,  Apr.  1992. 


167 

TABLE  73.  Own^Motion  Review  of  Hearing  Decisions: 
Number  of  and  Percent  of  Hearing  Decisions 
Reviewed,  Returned,  and  Reversed, 
 FY  1980-1992  

Reviewed  Returned  Reversed 

Fiscal  year  number  percent   number  percent   number  percent 

1980    Awaiting  data  from  SSA. 

1981  

1982  

1983  

1984  

1985   

1986   

1987   

1988   

1989  

1990  

1991  

1992   

Source:  SSA,  Apr.  1992. 


TABLE  74.  Pre-AcUudicative  Review  of  State  Agency 
Determinations:  Number  of  and  Percent  of  Cases 
Reviewed,  Returned,  and  Reversed, 
 FY  1981-1992  

Reviewed  Returned  Reversed 

Fiscal  year  number   percent   number   percent   number  percent 

1981   Awaiting  data  from  SSA. 

1982  

1983   

1984  

1985  

1986  

1987   

1988   

1989   

1990  

1991  

1992  ...... 


Source:  SSA,  Apr.  1992. 
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Prepared  Statement  of  Robert  J.  Myers 

Mr.  Chairman  and  Members  of  the  Subcommittee:  My  name  is  Robert  J.  Myers. 
I  served  in  vsuious  actuarial  capacities  with  the  Social  Security  Adroinistration  and 
its  predecessor  agencies  during  1934-70,  being  Chief  Actuary  for  the  last  23  of  those 
years.  In  1981—82,  I  was  Deputy  Commissioner  of  Social  Security,  and  in  1982-83, 
I  was  Executive  Director  of  the  Nationed  Commission  on  Social  Security  Reform.  In 
1983—85, 1  was  Chairman  of  the  Raih-oad  Unemployment  Compensation  Committee, 
and  in  1987—90, 1  was  Chairman  of  the  Conmiission  on  Railroad  Retirement  Reform. 

For  the  past  67  years,  I  have  been  both  proud  and  glad  to  have  participated,  in 
one  way  or  another,  in  the  operation  of  the  Social  Security  program.  I  have  been 
proud  of  the  role  that  this  program  has  played  in  providing  a  floor  of  economic-secu- 
rity protection  in  the  event  of  retirement,  disability,  or  death  of  the  breadwinner. 
I  have  been  proud  of  the  operational  philosophy  of  the  Social  Security  Administra- 
tion in  attempting  to  give  excellent  service  to  the  beneficiaries  and  prospective  bene- 
ficiaries, who — along  with  their  employers — have  been  paying  contributions  to  this 
social  insureuice  system  so  as  to  finance  the  benefit  outgo  and  the  associated  admin- 
istrative expenses. 

Unfortunately,  in  recent  years,  the  various  services  jprovided  by  the  Social  Secu- 
rity Administration  have  deteriorated  somewhat.  This,  m  my  opinion,  has  been  due 
to  inadequate  iunds  being  made  available  for  administrative  expenses — and  not  to 
the  lack  of  zeed  or  ability  on  the  part  of  the  administrators.  Instead,  the  failure  to 
have  adequate  funds  for  administration  has  been  due — quite  inappropriately — ^to 
general  budgetary  policy — and  not  to  there  being  insufficient  resources  in  the  trust 
funds  or  in  the  long-range  financing  of  the  system. 

Proper  administration  of  an  insurance  system — whether  social  insurance  or  pri- 
vate insurance — ^requires  that  administrative  expenses  should  be  neither  too  low  nor 
too  high.  In  the  latter  case,  the  funds  available  for  benefits  would  be  eroded.  In  the 
former  case,  inadequate  service  would  be  provided.  In  fact,  in  some  instances  weak 
administration  could  mean  improperly  excessive  benefit  payments  due  to  fi-aud  and 
abuse. 

Similarly,  the  insurance  system  should  strive  to  pay  all  benefits  which  are  right- 
fully due  to  the  insured  persons.  This  should  be  done  even  if  the  insiu-ance  organiza- 
tion has  to  seek  out  the  prospective  beneficiaries  and  assist  them  in  developing  and 
substantiating  their  claims — and  by  so  doing  incurs  a  reasonable  amount  of  addi- 
tional administrative  expenses.  I  beHeve  that  it  is  fair  to  say  that,  within  budgetary 
constraints,  the  Social  Security  Administration  has,  at  all  times,  attempted  to  follow 
this  procedure. 

The  administrative  expenses  of  the  Social  Security  program  have,  over  the  years, 
been  amazingly  low.  I  have  iust  completed  an  extensive  study  of  this  subject,  the 
results  of  which  are  being  pubUshed  in  a  paper,  "Can  the  Government  Operate  Pro- 

frams  Efficiently  and  Inexpensively^"  in  CONTINGENCIES  for  March/April,  issued 
y  the  American  Academy  of  Actuaries  (copy  attached). 

People  who  are  not  familiar  with  the  operations  of  the  Social  Security  program 
often  believe  that  its  administrative  expenses  use  of  15—20%  of  the  contribution  in- 
come. Even  those  who  are  familiar  with  the  operations  of  large  group  insurance 
plans  guess  that  such  ratio  is  as  high  as  4—5%.  The  actual  experience  in  1980-89 
was  a  ratio  of  1.1%,  while  in  1990  it  was  only  0.8%  and  was  about  the  same  in  1991. 
If  the  administrative  expenses  are  expressed  relative  to  benefit  outgo,  the  ratios  are 
1.2%  for  1980-89  and  0.9%  for  1990  and  1991. 

The  administrative-expense  ratios  for  the  Disability  Insurance  portion  of  Social 
Security  are,  quite  naturally,  somewhat  higher  than  those  for  the  program  as  a 
whole  (because  of  the  greater  difficulhr  of  determining  disability  than  retirement 
and  death).  Such  ratio  relative  to  benefit  outgo  was  only  3.3%  for  1980-89  and  2.9% 
for  1990-91. 

A  nimiber  of  administrative  problems  are  currently  present  in  the  Social  Security 
program.  Among  these  are  slow  service  in  the  800-telephone  system  (the  usual 
standard  of  about  90%  of  calls  being  emswered  within  one  minute  is  not  nearly  met), 
continued  busy  signals  for  the  telephones  of  district  offices,  and  the  difficulties  of 
meeting  face-to-face  with  the  staffs  of  district  offices.  On  the  positive  side,  some  40 
million  benefit  checks  are  sent  out  on  time  each  month,  and  the  annual  budget 
statements  for  income-tax  piu-poses  are  distributed  each  January,  as  required  by  the 
Internal  Revenue  Service. 

The  most  significant  area  of  weakness,  however,  is  the  adjudication  of  claims  for 
disability  benefits.  Naturally,  because  of  the  imprecise  nature  of  disability  in  many 
cases,  it  must  take  longer  to  carry  out  this  process  than  the  much  more  clear-cut 
situation  for  determining  eligibility  for  retirement  and  survivor  benefits.  However, 
the  time  experience  as  to  disability  benefits  is  deplorable. 
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About  472,000  disabled-worker  claims  were  awarded  in  1990.  It  should  be  kept 
in  mind  tiiat  there  is  approximately  a  6-month  period  involved  between  date  of  dis- 
ablement and  the  payment  date  of  the  first  benefit  check.  Only  69  percent  of  all 
such  awards  were  made  within  6  months  of  filing  the  claim,  which  really  should 
generally  be  the  outside  limit  for  such  administrative  action  in  a  properly  run  "in- 
surance system. 

Further,  17  percent  had  periods  between  fiUng  and  the  month  of  award  which 
were  7  months  to  one  year,  and  the  remaining  24  percent  had  periods  in  excess  of 
one  year  (as  much  as  three  years  in  a  few  cases).  It  sho\ild  be  recognized  that  some 
of  the  long  delays  arose  fi*om  cases  which  were  first  rejected,  but  were  later  ap- 
proved after  appeal.  Nonetheless,  these  figures  are  indicative  of  long  delays,  even 
for  cases  which  were  approved  on  initial  presentation,  without  need  for  appeal  after 
an  initial  denial. 

As  a  result,  there  is  cmrently  a  large  backlog  of  disability  claims  awaiting  consid- 
eration. And,  it  is  stated  that,  under  the  current  budget  proposal  of  the  Administra- 
tion, this  backlog  will  rise  significantly  in  FY  1993.  Certainly,  one  would  think  that 
the  cure  for  this  problem  situation  would  be  more  funds  to  hire  and  train  an  aug- 
mented staff. 

Undoubtedly,  some  of  the  increase  in  the  backlog  is  due  to  the  current  recession, 
because  it  is  the  general  situation  that  poor  economic  times  causes  more  people  to 
attempt  to  get  disability  benefits.  But  this  cannot  be  the  sole,  or  even  main,  factor. 
Not  only  are  there  increasing  numbers  of  claims,  but  also  the  approval  rates  are 
higher.  Although  I  cannot  prove  it,  this  may  be  due  to  less  thorough  claims  adju- 
dication. With  shortages  of  administrative-expense  funds,  and  with  pressures  to 
work  down  backlogs,  there  are  incentives  to  approve  claims  rather  than  to  dis- 
approve them,  because  the  former  action  can  be  taken  much  more  quickly  than  the 
latter. 

So,  I  believe  that,  as  a  result,  many  claims  are  being  approved  that  really  should 
be  denied.  The  inadequate  administrative-expense  fimds  thus  may  well  be  a  good 
example  of  being  "penny -wise  and  pound-foolish. 

As  the  recently-issued  1992  OASDI  Trustees  Report  brings  out,  disability  inci- 
dence rates  in  1989-91  were  about  60%  higher  than  in  1982  and  26%  higher  than 
in  1986-88.  Moreover,  based  on  the  recent  experience,  the  intermediate  estimate  as- 
sumes a  10%  increase  in  the  next  decade  over  the  present  level. 

What  can  be  done  about  the  matter?  I  suggest  that,  if  a  disability-benefit  claim 
has  not  been  acted  upon  within  six  months  of  when  it  was  filed  and  if  the  claimant 
has  reasonably  cooperated  in  fiimishing  the  necessary  evidence,  benefit  jpayments 
should  then  commence.  If  the  claim  is  later  denied,  the  benefits  already  paid  should 
be  considered  aa  over-pa3rments,  but  they  would  not  have  to  be  repaid  until  later 
when  some  benefit  is  payable  on  the  worker's  earnings  record.  Interest  would  not 
be  charged  for  the  intervening  period,  but  rather  the  lesser  amount  of  the  cost-of- 
living  adjustments  generally  applicable  to  benefits  would  be  added.  The  resulting 
accimiulated  over-payment  would  not  be  collected  in  fiill  as  soon  as  benefit  eligibility 
occmred,  but  rather  on  an  installment  basis. 

In  cases  where  the  claim  is  initially  denied  and  is  then  appealed,  the  6-month  pe- 
riod would  steirt  over  again.  Also,  safeguards  would  have  to  be  introduced  so  that 
claimants  would  not  procrastinate  in  order  to  "nm  out"  the  6-month  period  and 
begin  receipt  of  benefits. 

Some  may  say  that  this  proposal  is  too  drastic  by  "holding  a  sword"  over  the  head 
of  the  Social  Security  Administration.  I  say  that  it  is  necessary.  Little  additional 
cost  due  to  making  over-payments  wiU  actually  result,  because  administrative  proce- 
dures will  be  speeded  up  to  prevent  this.  Certmnly,  Social  Security  participants  de- 
serve prompt  adjudication  of  claims — and  they  are  reaUy  pa3n[ng  for  this.  Insurance 
companies  euid  private  pension  plans  process  disability  claims  reasonably  promptly. 
The  Social  Security  system  should  not  do  less! 

I  believe  that  another  cause  of  the  current  problems  of  the  Disability  Insurance 
program  is  the  excessive  number  of  layers  of  appeals  which  are  possible.  This  is  not 
only  time-consuming  and  costly,  but  also  it  results  in  some  persons  getting  disability 
benefits  who  are  reeiUy  not  qualified.  This  can  occur  because  of  the  actions  of  some 
"disability  lawyers"  who  both  stretch  out  the  process  (because  their  fee  is  dependent 
on  the  length  of  the  adjudication  time)  and  "coach"  their  clients  to  give  the  "correct" 
answers,  whether  or  not  true. 

My  solution  to  the  forgoing  problem  is  to  streamline  the  process,  partially  by  pro- 
hibiting "disability  lawyers"  before  the  process  gets  to  the  federal  courts.  I  realize 
that  some  public-cause  advocates  will  exorcise  me  for  not  being  sensitive  to  the 
rights  of  poor  or  uneducated  claimants.  However,  I  would  argue  that  the  civil  serv- 
ants of  the  Social  Security  Administration  and  of  the  State  DisabiHty  Determination 
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Units  (if  they  are  ade<juately  staffed)  will  do  an  objective,  non-adversarial  job  of  de- 
termining disability  eligibility. 

Still  another  problem  area  in  the  Disability  Insurance  program  is  in  connection 
with  the  Continuing  Disability  Reviews,  wWch  are  made  to  determine  whether 
beneficiaries  have  recovered  from  their  disability,  or  whether  they  are  engaging  in 
long-continuing  Substantial  Gainful  Activity  (in  which  cases,  benefits  are  suspended 
after  a  period  of  time).  Terminations  for  these  reasons  have  fallen  off  signincantly 
in  recent  years,  and  I  believe  that  this  has  been  due  to  insufficient  administrative- 
expense  funds  to  carry  out  such  review  activity  sufficiently. 

The  1992  OASDI  Trustees  Report  points  out  that,  currently,  the  disability  termi- 
nation rates  are  relatively  low  as  compared  with  historical  standards  (before  1986). 
The  report  assumes,  without  explaining  why,  that  such  rates  will  increase,  on  the 
average,  by  15%  in  the  future. 

As  a  result  of  the  recent  adverse  disability  experience,  and  the  likelihood  of  its 
continuance,  the  Board  of  Trustees  of  the  OASDI  Trust  Funds  has  invoked  (for  the 
first  time)  Section  709  of  the  Social  Sec\irity  Act,  which  requires  a  report  to  Con- 
gress making  "recommendations  for  statutory  adjustments  anecting  the  receipts  and 
disbursements  of  such  Trust  Fund  necessary  to  maintain  the  balance  ratio  of  such 
Trust  Fund  at  not  less  than  20  percent."  The  Trustees  poiQted  out  that  at  least  $40 
biUion  of  increased  income  or  reduced  outgo  (or  a  combination  thereof)  would  be  nec- 
esseuy  over  the  next  10  years  to  asstu-e  that  the  "20-percent  bedance  ratio"  test  wiU 
be  met. 

The  Board  of  Trustees  did  not  make  specific  recommendations  as  to  financing  or 
benefit  changes.  It  is  interesting,  and  important,  to  determine  what  would  happen 
if  a  mere  reallocation  of  the  total  OASDI  tax  rate  were  made.  This  could  be  done 
by  increasing  the  DI  aUocation  of  the  combined  employer-employee  tax  rate  for 
1992-99  fi-om  the  present  1.2%  to  the  ultimate  rate  of  1.42%  (for  2000  and  after) 
now  scheduled  in  the  law.  Note  that  it  is  quite  feasible  to  do  this  retroactively  to 
January  1,  1992,  because  this  can  be  accomplished  by  a  simple  computation  by  the 
Treasury  Department,  and  it  woidd  have  no  effect  on  any  employer  or  worker;  in 
fact,  this  retroactive  procedure  has  been  done  in  the  past  for  allocation  of  the 
OASDI  taxes. 

This  reallocation,  which  I  strongly  recommend,  would  produce  increased  tax  in- 
come for  the  DI  Trust  Fund  of  $55  billion  (as  well  as  more  iuterest  income),  and 
so  the  20%  test  would  readily  be  met  when  the  next  10  years  is  considered.  It  is 
imj^ortant  to  note  that  the  increase  in  the  combined  eroployer-employee  tax  rate 
which  is  allocated  to  DI  for  1992-99  from  1.2%  to  1.42%  brin^  the  allocation  to  a 
level  that  is  lower  that  it  was  in  1982  (1.65%),  1978  (1.55%),  and  1979  (1.50%)— 
and  not  much  above  the  levels  in  1981  and  1983  (1.3%  and  1.25%,  respectively). 

At  the  same  time,  the  reduced  income  to  the  OASDI  Trust  Fimd  in  the  next  8 
years  would  not  threaten  its  actuarial  status. 

I  believe  that  a  technical  flaw  in  Section  709  should  be  corrected.  As  it  not  stcutids, 
in  theory  the  failure  to  meet  the  20%  balance  ratio  should  be  reported  if  this  occurs 
at  anv  time  in  the  future  according  to  the  estimates  in  the  Trustees  Reports  (pre- 
sumably, the  intermediate  or  l^est"  estimates).  Under  this  interpretation.  Section 
709  reports  should  now  also  be  made  for  the  OASI  and  HI  Trust  Ftmds  (and  should 
have  been  so  made  for  the  last  several  years  as  well).  I  suggest  that  this  flaw  should 
be  remedied  by  inserting  the  phrase  "during  the  next  10  calendar  years"  at  the  end 
of  the  foregoing  quoted  material. 

Further  with  regard  to  Section  709,  I  suggest  that  the  Board  of  Trustees  should 
be  required  to  make  a  specific,  precise  recommendation  for  changes  in  benefit  and/ 
or  financing  provisions  that  would  be  needed  to  remedy  the  situation,  rather  than 
merely  statmg  the  doUar  amoimt  needed.  As  previously  mentioned,  I  believe  that, 
under  the  present  situation,  a  mere  reallocation  of  the  total  OASDI  tax  rate,  givii^ 
more  to  DI,  will  suffice. 

At  some  later  time,  if  that  action  is  not  adequate  because  the  DI  system  has  fur- 
ther financial  problems,  a  benefit  change  might  be  both  necessary  and  desirable. 
Such  a  change  might  be  a  further  reduction  in  the  Maximum  Family  Benefit  for 
Disability  Insurance  benefits  over  what  was  done  in  1980  legislation  would  be  pos- 
sible— or  even  complete  eUmination  of  all  auxiliary  benefits  (for  children  and 
spouses)  of  disability  beneficiaries. 

I  am  constrained  to  say  that,  although  the  foregoing  recommendation  to  reallocate 
the  OASDI  tax  rate  so  as  to  give  a  somewhat  larger  portion  to  DI  is  both  desirable 
and  necessary  to  restore  the  short-range  actuarial  status  of  the  DI  program,  the 
long-range  status  of  both  programs  would  continue  to  be  unsatisfactory,  both  in  fact 
and  \mder  the  conditions  established  by  Section  709.  Both  of  the  trust  funds  wiU, 
according  to  the  intermediate  estimate,  be  exhausted  within  the  next  five  decades — 
and  be  below  the  20%  level  even  sooner. 
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This  entire  problem  woiild  be  solved  if  the  proposal  the  distingiiished  Chair- 
man of  this  subcommittee  to  change  the  financing  provisions  so  as  to  return  to  a 
responsible  pay-as-you-go  basis  were  adopted.  Under  this  approach,  other  problems 
would  also  be  solved,  such  as  the  partial  masking  of  tiie  general-budget  deficit  by 
the  operations  of  the  OASDI  program.  And  further,  then  people  could  no  longer  l>e 
able  to  say  that,  according  to  the  intermediate  estimate,  "the  Social  Security  system 
is  a  ticking  time  bomb.  In  the  next  century^  just  a  few  years  away,  the  United 
States  will  face  a  potentially  devastating  crisis:  the  retirement  checks  that  should 
be  sent  to  benefit  millions  of  Americans  will  not  be  there" — as  did  Dorcas  R.  Hardy, 
a  former  Commissioner  of  Social  Security^  in  her  recent  book. 

In  summary,  I  believe  that  the  admimstrative-expense  funds  of  the  Social  Secu- 
rity Administration  should  be  significantly  increased,  especially  so  as  to  make  more 
available  for  the  Disability  Insurance  program.  There  is  no  shortage  of  money  in  the 
trust  funds  for  this  purpose.  Such  action  should  have  no  effect  on  the  General  Budg- 
et, because  the  operations  of  the  Social  Security  program  should  be,  once  and  for 
all  time,  off-budget.  The  effect  should  be  just  the  same  as  if  the  progreun  were  ad- 
ministered by  a  consortium  of  insurance  companies  (as  the  Medicare  Program  is  op- 
erated). In  any  event,  even  with  a  sizable  increase  in  the  administrative  funds,  the 
expense  ratio  would  in  my  opinion,  continue  to  be  extremely  low. 

Attachment. 
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ADDENDA 


Can  die 
Government 
Operate  Programs 
Efficiently  aiid 
Inexpensively? 

by  Robert  J  M  <crs 


Many  people  hold  tlic 
"conventional  wisdom" 
view  ilut  the  (cdcn.l 
govcnnnciu  cniniot  oji- 
cnilc  programs  cflkicnl- 
ly  and  inexpensively.  Let's  test  tiiis 
viewpoint  by  examining  tiic  opera- 
tions of  the  Social  Security  pro- 
gram. Social  Security  consists  of 
four  separate  programs— two 
monthly-casii-benclits  programs— 
Old-Age  and  Survivors  Insurance 
and  Disability  Insurance  (OASI  and 
DI);  and  two  Medicare  programs — 
Hospital  Insurance  and  Supplemen- 
tary Medical  Insurance  (HI  and 
SMI).  Tliose  who  hold  this  conven- 
tional wisdom  view  would,  at  first 
glance,  be  certain  that  they  are  cor- 
rect, because  the  total  administra- 
tive costs  of  the  entire  program 
were  $4.5  billion  in  1990,  and 
about  95,0U0  federal  and  IO,OOU 
state  employees  were  involved.  But 
more  thorough  analysis  than  tiiis  is 
necessary. 

Administrative  expenses  for  each 
of  these  four  programs  rcladve  to 
their  benefit  outgo  in  1990  are  not- 
ed in  Table  1 .  Administrative  ex- 
penses include  nil  those  involved — 
salaries  and  fringe-benefit  costs  for 
the  employees  of  the  Social  :>"cuniy 

Robert  J.  Myers,  of  Silver  Spring, 
Marytanii,  served  as  chief  actuary  of 
the  Social  Sectirilv  Administration 
from  1947-70. 


Administrative  Expenses  of  Social  Sccin  ity  I'rogram  Relative  to  Benefit  Outgo, 
1990 

(Dollar  figures  in  millions) 


Administrative 

Benefit 

I'rogrnm 

Ivxpcnses 

Outgo 

Ratio 

Old-Age  and  Survivors  fiisuniiicc 

$l,.';63 

$222,987 

0.70X 

Disability  Insiir.incc 

707 

24,829 

2.85 

Old-Agc,  Survivors,  and  Disability 

iiisiiraiicc 

2,270 

247,816 

0.92 

i  lospiral  Insurance 

758 

66,239 

1.14 

Supplcinciuary  Medical  Insurance 

1,519 

42,468 

3.58 

l  olal  Mciiicaic 

2,277 

108,707 

2.09 

'I'otaf  I'rogrnins 

4,547 

356,523 

1.28 

Administrnlivc  Expenses  of  Social  Security  I'rogram  Relative  to  Contribution 

Income,  1990 

(Dollar  iiguics  in  millions) 

Administrative 

Contrib: 

Program 

Ivxpeiiscs 

Income 

ILttio 

Old-Age  and  Survivors  Insurance 

$1,.563 

$270,290 

0.58% 

Disability  Insurance 

707 

27,908 

2.53 

Old-Agc,  Survivors,  and  Disability 

Insurance 

2,270 

298,198 

0.76 

Hospital  Insurance 

758 

71,922 

I. OS 

Siipplvincnlary  Medical  Insurance 

1,519 

44,355 

3.42 

1  oial  Medicare 

2,277 

116,277 

1.96 

Total  Programs 

4,547 

414,475 

1.10 

Administration,  the  Health  Care  V\- 
iiancing  Administration,  and  the 
Department  of  the  Treasury  who 
deal  with  these  programs;  the  cost 
of  supplies,  postage,  equipment, 
i  cntal  of  space,  travel,  etc.;  and  the 
cost  of  state-government  and  pri- 
vate-sector agencies  that  perform 
such  futictioiis  as  determining  dis- 
ability and  adjudicating  and  paying 
Medicare  claims. 

Total  administradvc  expenses  of 
the  entire  Social  Security  program 
in  1990  were  $4.5  billion,  of  which 
exactly  half  was  for  the  OASDI  pro- 
gram, and  the  remainder  was  for 
the  Medicate  program.  These  ad- 
minisiraiive  expenses  rcprcsenied 


only  1.28%  of  total  benefit  outgo — 
0.92%  for  OASDI  and  2.09%  for 
Meilicare.  It  is  not  surprising  that 
such  a  ratio  was  higher  for  DI  than 
fiir  OASI  (2.85%  versus  0.70%),  be- 
cause of  the  much  greater  difliciilty 
of  determining  disability  initially 
and  its  contituiance  later  than  deter- 
mining retiremetit  or  survivor-lKnc- 
lit  eligibility.  Likewise,  the  ratios 
were  higher  for  Medicare  than  for 
OASDI,  bccaitsc  of  the  need  to 
handle  tnany  dineient  types  of 
claims  on  a  non-regular  basis,  litis 
was  especially  the  case  for  SMI 
(.^.58%),  with  its  many  small,  di- 
verse claims,  as  compareil  with  HI 
(1.1 4%),  with  ji«  generally  hr^c 
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chliins. 

riil)lc  2  siniilaily  a)mp;)ic,s 
minislmlivc  expenses  wiili  contiilxi- 
lion  income  (|>;iyioll  taxes,  eniollee 
SMI  pieniiiims,  and  niatcliiiig  j^ov- 
crnnicni  SMI  eonlributions).  I'o 
sonic  cxieni,  euniparisun  wiih  ton- 
tribntion  income  is  not  as  meaning- 
ful, because  contribution  income 
depends  on  llic  funding  basis  in  ef- 
fect at  the  lii  lie.  In  1990,  aiiminis- 
trative  expenses  for  the  total  pro- 
gram represented  only  1.10%  ol 
contribution  income — 0.76%  for 
OASDI  and  1 .96%  for  Medicare.  It 
should  be  emphasized  that  this  ad- 
ministrative expcn.se  ratio  for  Metli- 
carc  is  iiuiic  low  as  compared  wiih 
correspoiuiiii}',  lijidres  for  group 
health  insur.i  ..;c  .  'ans  in  llic  private 
.sector,  which  iftc.i  are  in  (he  ncigli- 
borho(ul  of  1 0- 1  fi%  in  pari  beian.se 
of  signilicani  sales  expenses. 

Table    siiows  the  ratios  ol  ad- 
ministrative ex|ienscs  for  the  Social 
Security  piogram  to  the  benelii 
outgo  for  various  past  i|uini|uennial 
periods,  back  to  1940  (when 
monthly  OASDl  benefits  were  liist 
payable).  Quae  naturally,  the  ratios 
were  relatively  high  at  die  inception 
of  each  ol  llie  programs,  bccau.se 
benefit  outgo  tends  to  build  up 
slowly  (especially  for  OASI  and 
DI),  whereas  administrative  exfiens- 
cs  involveil  in  establishing  a  pro- 
gram arc  ncccwarily  sizable. 

For  OASDI,  the  ratio  dioppcil 
steadily  from  about  22%  in  1940-44 
to  a  level  of  2.3%  in  1955-69  and 
decreased  iheieallcr  to  0.9%  in 
1990,  averaging  1.4%  for  the  5 1 - 
year  period.  The  ratio  for  the  I  II 
program  was  inidally  about  3%,  but 
has  declined  to  slightly  over  1%  cur- 
rently, averaging  1.7%  for  1966-VO. 
At  the  same  time,  the  ratio  for  ilie 
SMl  program  began  at  about  12% 
and  decrea.scil  to  about  3.7%  in  the 
past  lew  yeais,  averaging  5.2%  lor 
the  25-yea!  period.  For  the  Meili- 
care  program  as  a  whole,  the  ad- 
ministrative-expense ratio  was  about 
5.5%  in  the  initial  y.^,  and  gradu- 
ally fell  to  almost  2?f  ..vcraging 
2.8%  over  the  lifetime  of  the  pro- 
gram. This  is  certainly  a  tommend- 
ably  low  (igiiie  for  n  coin|)rcliciisive 
licaltli-caic  bcnclils  program. 
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The  administrative-expense  ratio 
relative  to  benefit  outgo  for  the  en- 
liie  Social  Security  piogram  (OAS- 
DI and  Medicare  combined)  was 
about  2.5%  during  the  20-year  peii- 
od  1955-74,  but  has  subsequently 
ilccreased  to  about  1 .5%  in  recent 
years.  The  ratio  Ibr  the  entire  5 1  - 
)  car  pcrioil  was  only  1 .7%,  a  quite 
low  liguie.  It  must  be  recognized 
that,  in  this  in.stance  (as  well  as  in 
all  other  ratios  for  long  time  peri- 
ods), the  result  \n  signilicanily  af- 
(cdcil  by  ihc  oipcriencc  of  llic 
most  iccciil  ycar.<i,  which  i.s  rclnlively 


low.  This  clfect  arises  becau.sc  of 
both  the  declining  value  of  the  dol- 
lar over  the  years  and  the  relatively 
larger  numbers  of  beneiiciaries  as 
the  program  matured. 

Finally,  Table  4  shows  the  corre- 
.sponding  ratios  of  administrative  ex- 
penses tu  contribution  income  for 
various  past  quinquennial  periods. . 
For  the  entire  period  con.sidered, 
and  for  most  periods  after  1955,  the 
resulting  ratios  are  about  the  .same 
nn  ihoxc  b.m'd  on  bciic/ii  oiiigo  (In 
Table  3),  bccau.se  generally  coiilrl- 
bulion  income  has  been  about  (he 
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same  AS  hciiciit  outgo,  aithoii{>h  of- 
ten .slii-litly  higher;  a.s  a  result,  ihe 
ratios  haseil  on  conlrihulion  in- 
C(»nie  tend  to  he  slightly  lower. 
However,  lor  1940-49,  (or  OAS! 
llie  ratio  hasecl  on  contribution  in- 
come was  only  2.9%,  as  contrasted 
with  that  baseil  on  benefit  outgo  of 
12%. 

The  fact  dial  ailministrative  ex- 
penses t)f  ihe  combined  Social  Se- 
curity program  liave  represcnteil 
only  1 .6  cents  per  dollar  of  conlri- 
Inilion  income  over  the  SO-ycar  pe- 
riod 1940-90  (1.3  cents  for  the 
OASni  porlion  and  2.6  cents  for 
the  Medicare  noi'ion),  certainly 
seems  to  be  vonN  icing  evidence 
that  the  ledc.  il  government  oper- 
ates this  program  elliciently  and  in- 
expensively. In  fact,  the  i]uestion 
may  well  be  raisetl  as  to  whether  the 
ailministrative  expenses  arc  tot)  low, 
Willi  the  result  that  the  insured  per- 
.sons  arc  nol  receiving  adequate  ser- 
vice. The  latter  is  diilicult  to  mea- 
sure, but  some  subjective  views 
(mine)  may  be  of  yaliic. 

Certainly,  OA^Dl  is  doing  its 
major  job  ol  issuing  the  monihly 
payments  in  a  timely  manner  to 
some  40  million  beneficiaries,  i'hen 
too,  tiie  annual  slatenients  of  bene- 
fits paid  (including  deducticms  Ibr 
Medicare  premiums),  as  needeit  for 
income-tax  returns,  arc  issued 
promptly. 

I'lirllicr,  the  individual  iifelime 
records  of  earnings,  extending  back 
to  1937  in  some  instances,  arc 
maintained  reasonably  accurately 
and  completely  Ibr  some  200  mil- 
lion individuals.  And  too,  persons 
can  request  a  year- by-year  state- 
ment of  credited  earnings  for  1951 
and  after  (Ibr  1937-5(1,  an  aggre- 
gate figure)  anil  receive  it  within  2- 
3  weeks,  along  with  an  estimate  of 
current  disability  and  survivor  bene- 
fits and  a  projection  of  future  retire- 
ment benefits  (in  current  dollars). 

1  lowever,  nni'  li  is  lacking  as  to 
clear,  written  exp'  lations  of  bene- 
fit actions  and  anit)unts  and  as  to 
per.soiial  assistance  in  local  Social 
Security  oHiccs.  The  number  of  per- 
sonnel in  such  olliccs,  and  the  ex- 
tent of  their  li  aining,  is  on  the  low 
side. 


The  situation  as  to  the  Medicare 
|>rograni  is  nol  as  good.  Claims  are 
nol  paid  as  promptly  as  rca.sonably 
could  be  (in  part,  because  of  an  ob- 
-scure  requirement  in  the  law  iliat 
claims  should  not  be  paid  loo  rapid- 
ly!). Hut  what's  worse  is  iliai  face- 
to- face  iniei  views  with  Medicare 
employees  about  specific  matters 
are  not  possible.  The  forms  "ex- 
plaining" how  the  benclils  are  paid 
(or  why  they  are  not  paid)  are  often 
impossible  Ibr  most  people  lo  un- 
ileistand. 

Why  do  these  adminisliaiive  iii- 
ailequacies  exist?  It's  not  because  I  he 
program  administrators  wish  it  lo  be 
this  way.  Kallier,  the  rca.son  is  e.s.sen- 
lially  (and  illogically)  that  ihc  proce- 
dure ni'licnn  lo  help  to  balance  ihe 
overall  federal  budget!  The  manner 
in  which  the  builgeteers  "keep  the 
books"  is  to  show  a  rcduciioii  in  ad- 
ministrative expenses  as  reducing  the 
budget  ilelicil.  This  is  ridiculous  Ibr 
programs  that  arc  financially  self- 
contained  and  self-linancing.  Their 
opciaiioiis  should  be  removed  from 
the  federal  budget  entirely. 

In  the  long  run,  lower  adminis- 
liaiive expenses  mean  lower  pro- 
gram costs,  and  thus  lower  conlri- 
buiion  rei)uiieiiients.  So,  holiliiig 
down  adniinistraiive  expenses  has 
only  a  lemporaiy  elfect  on  the  .silii- 
ation  as  to  I  he  federal  budget.  But 
then,  biidgeieers  always  have  had  a 
limited  vision  of  the  fului  e — usually 
just  ihroiigh  the  next  piesidcniial 
election. 

In  summary,  this  analysis  clearly 
shows  lhai  ilie  various  portions  of 
the  Social  Security  program  have, 
over  the  decades,  been  operated  at 
very  low  ailministrative  cost.  In  fact, 
it  is  most  likely  that  such  cosis  have 
been  somewhat  too  low  and  that 
die  beneficiaries  deserve  belter  ser- 
vice anil  coulil  well  be  willing  to 
bear  ihe  slight  additional  amount 
neeileil.  Sigiiilicaiit  improvements 
in  ihe  public  understanding  of  the 
program,  and  public  confidence  in 
llie  program's  financial  liealili, 
ctnild  undoubledly  be  achieved  if 
the  ratio  of  administrative  expeii.ses 
to  coiilribuiion  income  were,  say, 
1 .25%  instead  of  the  actual  1 . 1 0% 
which  occurred  in  1990.  □ 
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Prepared  Joint  Statement  of  Stanford  G.  Ross  and  David  M.  Walker 

Mr.  Chairman  and  members  of  the  subcommittee:  It  is  our  privilege  to  be  here 
today  to  testify  regarding  the  financial  status  of  the  Disability  Insurance  (DI)  Trust 
Fund  and  our  independent  role  as  Public  Trustees  for  that  trust  fund  as  well  as  for 
the  other  Social  Security  and  Medicare  trust  funds.  This  is  the  first  occasion  we 
have  had  to  appear  before  this  Committee  since  our  confirmation  hearing,  and  we 
welcome  this  opportunity  to  give  you  a  report  on  our  role  as  Public  Trustees. 

During  the  preparation  of  the  Annual  Reports  of  the  Boards  of  Trustees  for  both 
1991  and  1992,  we  participated  in  the  review  of  the  proposed  short-range  and  long- 
range  economic  and  demographic  assumptions  and  in  the  decisions  made  on  those 
assumptions.  We  met  with  actuaries  and  economists  from  the  staffs  of  all  three  ex 
officio  members  of  the  Boards,  that  is,  the  Secretary  of  the  Treasury,  the  Secretary 
of  Labor,  and  the  Secretary  of  Health  and  Hiunan  Services;  and  we  considered  the 
views  of  outside  sources,  such  as  those  presented  by  the  technical  panels  of  the  1991 
Advisory  Coimcil  on  Social  Security. 

When  estimates  were  developed  based  on  the  assimiptions  that  we  and  the  other 
Board  members  adopted,  it  became  clear  that  the  financial  picture  for  the  DI  Trust 
Fimd  woxild  change  substantially  this  year.  We  want  to  begin  with  a  discussion  of 
that  information. 

the  1992  annual  REPORT  FOR  SOCIAL  SECURITY 

The  estimates  for  the  report  on  the  Social  Security  programs  showed  that: 

•  The  DI  Trust  Fund  would  not  meet  the  short-range  (10-year)  test  of  financial 
adequacy  in  1992  based  on  the  intermediate  (alternative  II)  assumptions.  As 
you  know,  the  intermediate  asstimptions  represent  the  best  estimate  and,  as 
such,  are  generally  used  as  the  basis  for  reporting  to  the  Congress  and  the  pub- 
lic. 

•  Based  on  the  intermediate  assimiptions,  the  ratio  of  assets  at  the  beginning 
of  a  year  to  that  year's  expenditures,  called  the  "balance**  or  "trust  fund/'  ratio, 
was  estimated  to  decline  to  less  than  20  percent  at  tiie  beginning  of  1996;  and 
the  trust  fund  would  be  expected  to  be  exhausted  in  1997. 

•  The  Old-Age  and  Survivors  Insxirance  (OASI)  Trust  Fund,  on  the  other  hand, 
was  estimated  imder  intermediate  assumptions  to  continue  to  meet  the  short- 
range  test  of  financial  adequacy.  On  a  combined  basis,  the  OASI  and  DI  Trust 
Funds  passed  the  short-range  test  by  a  wide  margin.  However,  neither  trust 
fund  was  in  close  actuarial  balance  over  the  long-range  (76-year)  projection  pe- 
riod. 

The  Annual  Report  notes  that  the  marked  change  in  the  DI  Trust  Fund  since  last 
year  is  attributable  to  several  factors: 

•  A  rapid  growth  in  the  number  of  DI  beneficiaries;  and 

•  Necessary  adjustments  in  the  assumptions  relating  to  future  disability  inci- 
dence and  benefit  terminations,  to  better  match  recent  trends. 

In  particular,  the  introduction  of  more  refined  methodology  this  year  has  im- 
proved the  analysis  of  recent  trends  in  benefit  terminations.  These  terminations 
occur  because  beneficiaries  medically  recover,  reach  the  normal  retirement  age,  or 
die.  The  analysis  showed  a  need  for  substantial  downward  adjustment  in  the  termi- 
nation rates  assumed  for  the  short-range  projection  period. 

The  change  in  the  financing  picture  for  the  DI  Trust  Fund  led  the  Board  of  Trust- 
ees to  take  the  step  of  alerting  the  Congress,  as  required  by  section  709  of  the  Social 
Security  Act,  of  the  need  for  corrective  action.  Although  the  statutory  language  is 
not  precise  as  to  when  such  a  report  is  required,  the  Board  decided  to  alert  the  Con- 
gress in  view  of  the  fact  that  the  trust  fund  ratio  would  fall  below  20  percent  within 
the  short-range  (10-year)  period.  This  notification  should  provide  adequate  time  for 
the  Congress  to  examine  the  situation  and  take  corrective  action.  As  the  public 
members  of  the  Board,  we  have  signed  the  report  and  endorse  its  content. 

Legislative  changes  that  improve  the  short-range  financii^  of  the  DI  Trust  Fund 
by  at  least  $40  billion  over  the  next  10  years  are  lilcely  to  be  necessary  to  assure 
that  the  trust  fund  ratio  stays  over  the  20-percent  level.  More  importantly,  about 
$78  billion  in  legislative  changes  wouJd  be  needed  to  assure  that  the  DI  Trust  Fund 
would  meet  the  short-range  (10-year)  test  of  financial  adequacy. 

The  Board  believes  that  a  careful  analysis  of  the  program,  including  the  allocation 
of  the  OASDI  tax  rate,  should  be  undertaken  before  any  legislative  recommenda- 
tions are  submitted.  Tlius,  the  Board  has  asked  the  Department  of  Health  and 
Human  Services  to  conduct  an  examination  of  this  issue  and  report  back  the  results 
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so  that  appropriate  legislative  recommendations  can  be  made  to  the  Congress  by  De- 
cember 31,  1992. 

However,  as  we  noted  in  our  appendix  to  the  report,  as  the  Public  Trustees  we 
have  serious  reservations  about  becoming  participants  in  the  process  of  developing 
the  specific  legislative  recommendations  for  the  Congress  to  consider.  The  other 
members  of  the  Board  are  also  members  of  the  Administration,  and  the  proposals 
they  develop  necessarily  will  be  within  the  context  of  Administration  goals  ana  poU- 
cies.  To  participate  in  that  development  would,  we  believe,  be  contrary  to  the  inde- 
pendent role  of  the  Public  Trustees. 

We  remain  ready  to  consxilt  with  the  Congress  on  the  financial  status  of  the  DI 
program  eind  related  programs,  as  may  be  desired. 

THE  1992  ANNUAL  REPORTS  FOR  MEDICARE 

The  Annual  Reports  for  the  two  Medicare  programs  also  include  important  infor- 
mation about  the  financial  status  of  those  programs. 

Both  the  Hospital  Insurance  (HI)  and  Supplementary  Medical  Insurance  (SMI) 
programs  have  experienced  rapid  growth  in  program  costs.  These  growth  rates  are 
not  projected  to  decline  significantly  in  the  near  fixture.  As  a  result,  these  programs 
are  projected  to  represent  an  increasing  percentage  of  the  Federal  budget  and  the 
overall  economy.  Given  these  alarming  trends,  the  Trustees  have  urged  the  Con- 
fess to  take  appropriate  action  to  control  costs  either  through  specific  program  leg- 
islation or  as  a  part  of  enacting  more  comprehensive  health  care  reform. 

In  addition,  we  have  addressed  the  certification  by  the  chief  actuarial  officer  of 
the  Health  Care  Financing  Administration  (HCFA)  that  is  required  to  be  included 
in  the  HI  report.  The  law  requires  this  official  to  certify  "that  the  techniques  and 
methodologies  used  are  generally  accepted  within  the  actuarial  profession  and  that 
the  assimiptions  and  cost  estimates  used  are  reasonable." 

This  year,  as  last  year,  the  ex  officio  members  of  the  Board  of  Trustees  have 
agreed  with  the  Pubhc  Trustees  that  the  methods  and  assumptions  used  in  the  HI 
report  are  both  generally  accepted  and  reasonable.  However,  it  is  perplexii^  and 
disconcerting  that  an  actuarial  opinion  with  uryustifiable  qualifications  has  been  al- 
lowed to  be  repeated  for  several  years  in  the  HI  reports. 

We  believe  the  continuation  of  this  controversy  is  confusing  to  the  public  and 
serves  to  distract  attention  from  the  essential  issue  that  is  of  punlic  concern.  B^  any 
measure,  the  HI  Trust  Fimd  is  severely  out  of  financial  bed«aice,  and  it  is  projected 
to  nm  out  of  funds  in  about  10  years.  In  an  efifort  to  make  these  facts  clear  to  the 
public,  we  have  included  an  appendix  in  both  the  1991  and  the  1992  HI  Annual  Re- 
port explaining  our  conviction  that  the  report  fully  and  fairlv  presents  the  financial 
condition  of  the  HI  Trust  Fund  and  our  views  as  to  why  tne  opinion  qualification 
of  the  HCFA  Chief  Actuary  exceeds  the  bounds  of  the  statutory  requirement. 

THE  SUMMARY  OF  THE  ANNUAL  REPORTS 

Last  year,  we  initiated  and  created  a  summary  of  the  1991  Annual  Reports  as  an- 
other important  aid  to  improving  public  imderstanding  of  the  financial  status  of  the 
Social  Security  and  Medicare  programs.  This  concise  and  plain  English  summeu^  of 
the  findings  contained  in  the  reports  quickly  proved  to  be  a  useful  resource  both  for 
members  of  the  pubUc  and  Congress  and  others  who  fi-equently  are  cedled  upon  to 
discuss  these  prc^ams  with  the  pubhc. 

The  other  Trustees,  who  endorsed  our  efforts  last  year  and  were  enthusiastic 
about  the  results,  joined  with  us  this  year  in  issuing  the  summary.  We  retained  in 
the  1992  summary,  though,  a  separate  statement  fi-om  the  PubUc  Trustees  as  a  pub- 
Uc assurance  that  we  are  contintiing  to  maintain  our  independent  role. 

Concurrently  with  the  development  of  the  1991  summary,  we  created  and  pro- 
vided oversight  to  a  work  group  of  the  staffs  of  the  Trustees  that  was  convened  to 
develop  ways  of  making  the  Annual  Reports  themselves  more  readable  and  easier 
to  use.  The  results  of  that  work  can  be  seen  in  the  1992  Annual  Reports.  The  1992 
reports  have  been  reorganized  to  provide  an  overview  section  up  front  that  includes 
all  the  most  significant  information.  The  detailed  technical  information  is  retained 
in  later  sections,  though,  for  those  readers  who  have  a  need  for  it. 

In  addition,  the  type  face  used  has  been  enlarged,  the  layout  of  graphs  and  tables 
has  been  improved,  and  a  ^ossarv  of  terms  has  been  added  to  each  report.  We  hope 
that  these  changes  to  the  Annual  Reports,  in  conjunction  with  wide  distribution  of 
the  1992  summary,  wiU  result  in  the  public  having  a  much  better  opportunity  to 
understand  what  the  reports  say  about  the  financial  status  of  the  Social  Security 
and  Medicare  programs. 

We  will  continue  our  effi)rts  to  .improve  the  pubHc  reporting  system  for  the  Annual 
Reports. 
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ADDITIONAL  INDEPENDENT  ACTIVITIES 

We  have  used  the  summary,  as  weU  as  other  handouts,  in  a  number  of  presen- 
tations and  speeches  that  each  of  us  has  made  to  vtirious  groups,  including  retire- 
ment, labor,  tax  and  ERISA  professionals  and  other  expert  groups.  We  have  used 
these  discussions  as  another  means  of  conveying  information  about  the  financial  sta- 
tus of  the  Social  Security  and  Medicare  programs  to  members  of  groups  with  a  pro- 
fessional interest  in  the  important  financial  information  and  analysis  contained  in 
the  Annual  Reports. 

In  addition  to  speeches  made  to  nongovernmental  groups,  we  both  participated  in 
a  "Commissioner's  Fonmi  on  the  Trust  Funds,"  hosted  by  Gwendolyn  S.  Kin^,  for 
Social  Security  executives  and  managers  in  Woodlawn,  Maryland.  This  dO-minute 
fonmi  was  taped  as  it  was  presented,  and  it  was  subsequently  rebroadcast  to  Social 
Security  employees  across  the  coimtry.  Our  participation  in  that  fonun  is  a  good  in- 
dicator of  the  excellent  spirit  of  cooperation  that  has  been  fostered  between  the 
agency  and  the  Public  Trustees. 

In  addition  to  the  interactions  with  the  other  Trustees  and  their  staffs  that  we 
have  already  mentioned,  the  departments  and  agencies  have  made  available  to  us 
executive  briefings  on  a  wide  range  of  topics  that  we,  as  Public  Trustees,  believe 
are  important  to  our  function.  We  have  each  devoted  about  46  days  per  year  to  serve 
as  Public  Trustees.  This  has  enabled  us  to  substantively  participate  in  the  prepara- 
tion of  the  Annual  Reports,  to  improve  those  reports,  and  to  engage  in  selective  pub- 
lic information  efforts. 

We  intend  to  continue  these  various  outreach  efforts,  in  order  to  make  informa- 
tion about  the  Social  Security  and  Medicare  trust  funds  more  widely  available  to 
the  public. 

LONG-TERM  PUBLIC  TRUSTEES*  PROJECT 

In  addition  to  the  shorter  term  activities  we  have  ^'ust  described,  we  plan  to  con- 
tribute to  consideration  of  some  of  the  longer  term  issues  that  will  need  to  be  ad- 
dressed in  the  future.  We  are  beginning  a  project,  "Measuring  Future  Income  Secu- 
rity and  Health  Care  Expenditures  for  the  Aged  and  Disabled,"  that  will  seek  to  de- 
termine if  there  are  some  measures  of  future  income  security  and  health  care  needs 
and  burdens  that  would  help  policy  makers  address  key  policy  issues  facing  the  Na- 
tion. This  will  include  examination  of  existing  methodologies  and  data  sources  and 
an  exploration  to  determine  what  modifications  to  existing  methodologies  are  needed 
in  order  to  be  able  to  measure  the  various  components  of  mcome  security  and  health 
care  costs,  needs,  and  resources  for  the  older  population. 

The  project  will  not  address  the  policy  issues  involved;  it  will  provide  information 
that  will  be  useful  in  carrying  out  analyses  needed  by  those  who  will  make  the  pol- 
icy decisions  designed  to  address  the  relevant  policy  issues.  Building  on  the  work 
already  performed  by  an  expert  panel  convened  by  the  Advisory  Coimcil  last  year, 
we  wiU  first  develop  a  comprehensive  inveutorv,  including  data,  analytical  studies, 
and  bibliographies  within  and  outside  the  Federal  government  that  relate  to  this 
issue.  We  plan  to  pubUsh  that  inventory  for  general  use  by  policy  makers  and  re- 
searchers. 

Later  steps  in  this  project  will  include  the  following: 

•  Review,  assess,  and  report  on  existing  methodologies  and  tools  for  analyzing 
the  total  pubUc  and  private  sector  components  of  retirement  income  and  health 
care  costs; 

•  Identify  and  recommend  various  methodologies  and  tools  for  presenting  the 
future  estimated  operations  of  the  OASI,  DI,  HI,  and  SMI  Trust  Funds  in  a  co- 
ordinated manner;  and 

•  Present  the  possibilities  for  relating  the  Social  Security  and  Medicare  meth- 
odologies and  tools  to  the  analysis  of  the  total  public  and  private  sector  compo- 
nents of  retirement  iacome  and  health  care  resources,  costs,  and  burdens. 

We  hope  to  inform  the  debate  that  is  sure  to  occur  in  the  future  among  poUcv 
makers  as  they  attempt  to  address  key  issues  concerning  retirement  income,  health 
care  resources,  costs,  and  burdens  by  identifying  methodologies  and  tools  for  more 
sound  financial  analysis  of  those  factors. 

CONCLUSION 

In  conclusion,  Mr.  Chairman,  we  are  privileged  to  take  part  in  the  very  thorough 
and  careful  process  by  wliich  the  Annud.  Reports  are  prepared.  We  believe  that  the 
Board  of  Trustees  has  taken  timelv  and  responsible  action  by  notifying  you  of  the 
expected  short-range  inadequacy  of  the  DI  Trust  Fund,  and  we  believe  it  is  prudent 
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to  study  the  issues  involved  carefully  before  making  recommendations  as  to  the 
most  appropriate  statutory  adjustments  for  the  Congress  to  consider. 

We  believe  we  are  helping  to  establish  an  important,  independent  role  for  the 
Pubhc  Trustees  of  the  Social  Seciuity  and  Medicare  programs.  We  appreciate  your 
support  of  our  efforts.  We  believe  that  the  institution  of  the  Pubhc  Trustees  will 
help  to  assure  the  integrity  of  the  Social  Seciuity  and  Medicare  trust  funds  on  a 
loM-term  basis. 

Tnank  you  for  the  opportunity  to  share  our  views  with  you  today. 
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